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Latest Examination Results 


At the Examinations of the INSTITUTE OF CHARTERED ACCOUNTANTS held in 


MAY 1960 
H. FOULKS LYNCH & CO. LTD. 
obtained 


THE FIRST THREE PLACES (Final) 
THE FIRST THREE PLACES (intermediate) 


and 


36 out of 38 other HONOURS 


N.B. Foulks Lynch pupils have obtained BOTH FIRST PLACES in all but one of the Institute 
Examinations held since May 1948 


Apply for SYLLABUS OF TUITION to the Secretary 


4-7 CHISWELL STREET, LONDON, ECI 
Telephone: MONarch 2487 (3 lines) 


COMPANY VALUATION 
FORMATION YEAR 1960 


FOR SERVICE AND SATISFACTION 


you cannot do better than use one of The next valuation with a view 
the five DAVY COMPANY OUTFITS 
coupled with the DAVY SERVICE for 


your next company formation. 
Write for full details and a draft copy of 


to the distribution of profit 
will take place as at the 


3ist DECEMBER 1960 


Memorandum and Articles of Association, 
settled by Counsel, to: 
CHAS. DAVY & CO. Fer MUTUAL satisfaction — consult 
LIMITED | NATIONAL PROVIDENT 
Company Registration Agents INSTITUTION 
Telephone Terminus 6267 (5 lines) — Established 1835 — 
54 GRACECHURCH ST., LONDON, E.C.3 
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Professional Notes 


The Metric System 
AMONG THE PAPERS given at this year’s meeting of the 
British Association was one by Dr. A. H. Hughes on the 
metric system, in the course of which he suggested that 
the United Kingdom could 


statement suggests that the change to a decimal coinage 
could be made in three years at a cost of £100 million, 
but that the switch over to decimal weights and measures 
would take longer for all the industrial plant and equip- 
ment built on the existing 


soon be the only major coun- 
try without at least a decimal 
coinage. Point is given to 
this statement by the an- 
nouncement from Australia 
that it is intended to inaugu- 
rate a decimal coinage there by 1963, and by the adoption 
of a similar resolution in principle by New Zealand. Dr. 
Hughes is chairman of the Committee, appointed by the 
British Association and the Association of British 
Chambers of Commerce, whose report was dealt with on 
page 254 of the May issue of ACCOUNTANCY. His latest 


page 509. 


Readers will learn with deep regret of the death 
of Mr. Leo T. Little, the editor of ACCOUNTANCY, 
on August 22. An appreciation will be found on 


system. (It may be recalled 
that the report did not advo- 
cate the compulsory adop- 
tion of the metric system for 
- weights and measures at 
present.) None the less, Dr. 
Hughes believes that the public would be well advised to 
educate itself and its children in this rational system, the 
use of which is spreading, whether or not it is officially 
adopted. In point of fact, more than one industry in this 
country is already using metric weights and measures; 
more than one motorist has suffered from inability to 
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obtain bolts of British pitch on the 
Continent, and those who travel at all 
widely are becoming convinced that 
the metric system will become uni- 
versal, despite the greater theoretical 
advantages of a duodecimal unit. One 
of the latest pieces of evidence of the 
trend of opinion in this country is the 
decision of the pharmacists to en- 
courage the medical profession to 
abandon the Apothecaries’ Weight in 
favour of the metric. To return to the 
effects of a period of transition on the 
public, Dr. Hughes sees two main 
risks: fraud arising in the market 
place owing to confusion among the 
less sharp-witted, and inflation or 
rising prices caused by the rounding- 
up of values which have no exact con- 
version factor. The remedy would be 
the publication of official conversion 
tables and the use of a double set of 
prices during the transition period. 
As accountants will readily realise, 
they too will have to face special 
problems. There is little doubt that 
some action will be taken in the not 
too distant future. The European 
Common Market countries have 
already set up a committee to estab- 
lish standards for their territory, and 
this move is being watched very 
closely by the Free Trade Association 
—the Outer Seven—which includes 
this country. 


Accountants’ Duty of Secrecy 

IN THE RECENT case of Fogg v. 
Gaulter and Blane, the defendants, a 
firm of chartered accountants, were 
ordered in the Chancery Court of the 
County Palatine of Lancaster to pay 
£100 damages for breach of duty of 
secrecy. The plaintiff’s father-in- 
law (the testator) had at some time 
owned a house and land at Blackpool. 
On the land he had carried on the 
business of a poultry keeper, and his 
son, the plaintiff’s husband, had 
assisted him in the business. The son 
died in 1949 and the testator in 1951. 
In earlier proceedings the testator’s 
personal representatives claimed a 
declaration that the house and assets 
of the business formed part of the 
estate of the testator. The plaintiff 
in the present action, in her defence in 
the earlier proceedings, said that the 
testator had formed a partnership 


with the son and that in 1944 the 
partnership had been dissolved upon 
the terms that the house and business 
should belong absolutely to the son. 
She claimed a declaration that the 
house and business formed part of 
the estate of the son (he: late 
husband). 

In the earlier proceedings the soli- 
citors for the testator’s personal 
representatives ascertained that the 
chartered accountants who were 
defendants in the present case had 
prepared income tax returns for the 
testator. By arrangement, the soli- 
citors’ managing clerk went to 
examine the defendants’ file contain- 
ing these returns. He found in the file 
not only the testator’s returns of 
income but also returns relating to 
the son. Upon application being made 
to them the defendants supplied to 
the solicitors, without protest and 
without threat or pressure of any 
kind being put upon them, copies of 
the income tax returns of the son. 
The son’s widow claimed damages 
against the accountants for breach 
of duty. 

Judge Brown (Deputy of the Vice- 
Chancellor) said that the instructions 
to the accountants to prepare the 
returns for himself and his son were 
given by the testator, Lut the 
accountants owed the same duty of 
secrecy to the son as they did to the 
testator. In the course of litigation 
the production of the returns might 
have been compelled, but it was 
quite wrong and a breach of duty on 
the part of the accountants to pro- 
duce the returns relating to the son to 
solicitors acting against his widow in 
hostile litigation, without her consent 
as the son’s personal representative 
and otherwise than under an order of 
the Court. They were accordingly 
liable in damages. 


Design of Accounts 

THE EIGHTH SUMMER School of the 
Institute of Chartered Accountants 
of Scotland, held at the University of 
St. Andrews on September 9 to 14, 
produced a number of important 
papers on subjects as diverse as 
“Human Relations in Industry” by 
Mr. J. A. Keyden, c.a., and “Study 
of a Proposed Amalgamation” by 
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Mr. J. Waldie, M.A., C.A. Possibly 
the most topical was that of Mr. 
W. R. S. Ritchie, c.A., who selected 
for his talk a few points from the very 
wide subject “Principles Affecting the 
Design of Companies’ Reports and 
Accounts.” On stock valuation and 
depreciation, he proposed for con- 
sideration the questions: 


1. Are we satisfied that the present 
custom of accepting stock prices in- 
cluding full overheads, no overheads, 
or some overheads—so long as the 
same method is applied consistently— 
is satisfactory despite the widely 
different results obtained on each 
basis? 

2. If we are not satisfied can we get 

any nearer an accepted basis of pricing 

stock which can be used in normal 
cases in manufacturing companies? 

3. Are we happy to certify profits as 

true and fair equally willingly, with- 

out comment, whether depreciation is 
charged on historic costs or on re- 
valued fixed assets? 

4. Is the conventional balance sheet 

the best vehicle for the information 

we wish to convey to the shareholders, 
or could a series of separate state- 
ments show it more clearly? 

5. If it is necessary to show trading 

profit (or surplus) in accounts, can we 

decide on an accepted method of pre- 
senting this figure? 

6. Should the profit and loss account 

show— 

(a) figures of turnover? If so, if the 
company has more than one ac- 
tivity, should the turnover and 
profit be apportioned between the 
different activities? 

(6) more than one year’s compara- 
tive figures? 

(c) profits or losses resulting from 
price improvements of goods 
bought or sold during the year, 
separately from normal trading 
profits or losses, if material? 

It is very evident that the author 
would like to see some approach 
to an agreed vocabulary, which 
would be valuable to the investor. It 
is of course true that, to a large 
extent, the specialist financial weekly 
newspapers do this job for him, 
in so far as the full accounts permit, 
but there are many cases in which the 
daily newspaper, working on the pre- 
liminary statement, cannot discover 
the position with sufficient certainty 
to enable its readers to compare the 
results of different companies. 
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Company Law Evidence—(1) The 
British Insurance Association 
THE BRITISH INSURANCE Association 
has submitted a memorandum to the 
Jenkins Committee on a number of 
points, two of which are of special 
interest and particularly relevant to 
the activities of that body. Mention is 
made in the “Month in the City” on 
page 540 of this issue of the effect of 
insurance company opposition to the 
issue of non-voting shares by Thorn 
Electrical. The B.I.A. has informed 
the Committee that the issue of 
shares without voting rights, or with 
restricted rights, should in its view be 
permitted only in quite exceptional 
circumstances. This is a clear state- 
ment of the hardening of views 
among some institutional investors 
on this subject. It is to be noted that 
the possibility of exceptions is ack- 
nowledged, but it is also evident that 
the number of cases in which an issue 
of such shares would be considered 
proper is very much more restricted 
now than it was some six months or a 
year ago. Since many insurance 
companies, and among them some of 
the largest and most influential, now 
refuse to touch any new issue of 
non-voting shares it will evidently be 
difficult to make any large issue of 
these shares, except perhaps as rights 
to existing holders. The other matter, 
on which support for the views of the 
B.I.A. is likely to be less widespread, 
is that of non-disclosure of inner 
reserves by banks, discount houses 
and insurance companies. (It is to be 
noted that nothing is said about the 
rights of shipping companies.) With 
special reference to insurance com- 
panies, the memorandum makes four 
points: 
(1) Temporary fluctuations in the 
market value of investments shall not 
be displayed in such a way as to 
suggest that financial strength has 
been impaired. 
(2) It is not practicable for an 
insurance company to differentiate 
between reserves and provisions. 
(3) The position of a life fund can 
only be demonstrated properly if both 
liabilities and assets are valued and 
that is done in the actuary’s report. 
(4) It should not be overlooked that 
earning power of investments is of 
much greater importance to insurance 
companies than realisable assets. 


This is a good statement of the case, 
but by no means everybody will 
agree that this special concentration 
on the business side of the under- 
takings as against their roles as 
investors is necessary in their own 
interests, or that it is altogether fair to 
their shareholders. On other points, 
such as the need to consult share- 
holders in advance on any change in 
the activities of the company and the 
dangers ofinterlocking shareholdings, 
the Association is distinctly on the 
side of the investor. 


—(2) The Royal Institute of 
Chartered Surveyors 

THE ROYAL INSTITUTE of Chartered 
Surveyors has submitted evidence to 
the Jenkins Committee, but in its 
case the recommendations are re- 
stricted to matters concerning the 
adequacy of protection afforded to 
investors in the matter of the 
valuation of properties—which the 
Institute finds unsatisfactory at 
present. The memorandum suggests 
that, while any company making an 
issue must be left free to choose it 
own valuer, it is important that he 
should be both competent and 
completely independent of the com- 
pany. As a further protection it lays 
down a long list of specified items of 
information which every company 
seeking a quotation should supply to 
the Council of the Stock Exchange, 
together with a certificate to be 
included in every public prospectus 
or similar statement. It is pointed out 
that there has been an increasing 
tendency for properties to be valued 
as intended to be improved at some 
later date; for example, sites have 
been valued as if a building, either 
not started or not finished, was 
erected and fully occupied. The 
answers to the Institute’s question- 
naire would not only contain a 
description of the property, including 
the age of any buildings, but clearly 
state the basis of valuation and, 
where valuation is based on develop- 
ment, whether planning consent has 
been obtained, plus the estimated 
date of completion, its cost and the 
value of the property in the open 
market in its condition at the date of 
valuation. Current gross and esti- 
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mated net rentals would also be 
required, and estimated net rental at 
a named date. Directors of the 
company would also have to disclose 
any transactions in which they had 
been engaged during the three years 
prior to valuation relating to the 
purchase or sale of any of the 
properties concerned, together with 
the dates and the prices paid. In view 
of the attention which the question 
of bids and deals in respect of 
property companies has _ recently 
attracted, additional information on 
these lines is certainly desirable and 
the method of using the Stock 
Exchange veto on a quotation seems 
reasonable. 


—(3) Accepting and Issuing Houses 
A MAJOR CONTRIBUTION to the evi- 
dence tendered to the Jenkins 
Committee is a joint memorandum 
by the Accepting Houses Committee 
and the Executive Committee of the 
Issuing Houses Association. Of these 
two bodies the second put forward 
in November last a report on the 
company law, some aspects of 
which were covered in an article on 
page 583 of ACCOUNTANCY for that 
month. Both bodies subscribe to the 
suggestions of that report but they 
have both somewhat strengthened 
their recommendation regarding the 
separation of “quoted” and “un- 
quoted”’ companies. 

Actual recommendations of the 
new joint memorandum include that 
all companies public and private 
should have a minimum number of 
two members; that debts incurred 
beyond the scope of the Memoran- 
dum of Association should not be 
deemed to be invalid under the ultra 
vires rule; that restrictions appearing 
in the Memorandum, which in many 
cases would appear in the Articles, 
should be capable of alteration by 
special resolution; while support is 
given to the permissive introduction 
of shares of no par value. Under the 
heading of Classification of Com- 
panies it is suggested that the private 
company be dropped, leaving only 
such companies as are “exempt” and 
public companies; that the latter 
group be split into two according to 
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whether their securities are quoted or 
not; that the provisions that newly 
formed companies must hold a 
statutory meeting and issue a Statu- 
tory Report serve no useful purpose 
and should be abolished. On the 
degree of control retained by share- 
holders, it is recommended that when 
the value of assets to be sold in one 
or more associated transactions 
amounts to as much as 75 per cent. of 
the value of total assets the approval 
of shareholders should be obtained, 
and that they must be informed of 
the use to which the proceeds of the 
sales are to be put; that, while 
directors must have reasonable free- 
dom to issue equity shares for a 
consideration other than cash, any 
substantial issue for cash should first 
be offered to shareholders (no class 
is mentioned) or, if this is not 
possible, shareholders must pass a 
resolution sanctioning the issue; and 
a number of suggestions are made 
concerning the borrowing of money 
and charging of property. On the 
question of non-voting shares a long 
argument is advanced, leading to the 
conclusion that these should not be 
prohibited but that the force of City 
opinion should be directed to ensure 
that these are only created or retained 
when the system will not be abused. 
_ On nominee holdings it is sug- 
gested that where an individual or 
body corporate has acquired, or has 
the right to acquire, more than 15 
per cent. of the voting rights of a 
company, the size of the holding 
should be disclosed to the company 
and the information made available 
on the same lines as is proposed for 
the register of directors’ share- 
holdings. The memorandum strongly 
supports simplification of transfer, 
but as the bodies concerned are on 
the Stock Exchange Committee set 
up to study the question they cannot 
give their views at this stage. With 
regard to the system of carrying on 
business through subsidiaries, this is 
held to be a great convenience but it 
is proposed that a list of all sub- 
sidiaries should accompany the 


annual accounts, showing separately 
any which have not been consoli- 
dated. It is also suggested that details 
of investments of associated com- 
panies should be disclosed. 


Accounts 

On this all-important matter the 
memorandum says that, while the 
valuation at historic cost of fixed 
assets, and particularly freehold 
property, may give figures much 
under current values no statutory 
provision for revaluation is desirable. 
The real value is dependent upon 
earning power and assets cannot 
often be re-deployed. On the cal- 
culation of the amount to be 
considered as premium on an issue of 
shares other than for cash, the 
Companies Act should be amended 
so that the amount may be deter- 
mined by the directors. On 
pre-acquisition profits an amendment 
is suggested to make it clear “that 
shares can be acquired with effect 
from, but not from earlier than, the 
beginning of the current accounting 
period of whichever of the companies 
ends its financial year on the later 
date.”” The memorandum supports 
strongly the view that companies 
doing banking business must be 
allowed to have hidden reserves, but 
makes no similar suggestion as 
regards assurance and shipping com- 
panies. On trade investments it is 
proposed that when a holding repre- 
sents as much as 25 per cent. of the 
equity capital of a company par- 
ticulars should be given, including 
the proportion of assets at book value 
and of profits attributable to the 
holding. It is also suggested that in 
all cases where the value of trade 
investments is material the approxi- 
mate value should be noted, at mar- 
ket prices if quoted, or at under- 
lying balance sheet values if not. The 
memorandum further recommends 
that the unjustified use of the word 
“bank” in a company’s title should 
be prevented; that matters at present 
requiring an extraordinary resolution 
should be dealt with by special 
resolution; that trustees of pension or 
welfare funds for employees should 
be debarred from exercising more 
than 10 per cent. of the voting rights 
at general meetings of the employer 
or any associated company; that any 
meeting summoned by the directors 
following upon a requisition of a 
meeting by the members must be 
held within 30 days of the date of 
notice; and that a shareholder in a 
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public company should not be 
permitted to appoint more than one 
proxy to attend meetings, as is at 
present the case for a private 
company. The memorandum 
contains a long discussion on the 
subject of the prospectus and similar 
documents, the general outcome of 
which is that, while the position falls 
short of the ideal, only amendments 
in a number of details seem to be 
called for, but it recommends some 
extension of protection under Sec- 
tion 50 (5) and the granting to the 
Stock Exchange of power to give a 
limited certificate of exemption 
applying only to a particular part of 
its requirements. At present the 
granting of a certificate of exemption 
under Section 39 takes a prospectus 
right out of the requirements of the 
Companies Act. 


—(4) Corporation of Secretaries 

THE CORPORATION OF Secretaries has 
submitted a memorandum to the 
Board of Trade on the amendment of 
the Companies Act which contains 
some points not raised by most other 
contributors of recommendations. 
Among its suggestions is: amend- 
ment of the law so as to prevent 
companies from altering their bor- 
rowing powers by ordinary resolu- 
tion; speeding up of the destruction 
of transfer deeds after registration (a 
twelve-year time-lag should be suffi- 
cient, it is thought); directors to be 
required to disclose all necessary 
information for the maintenance of a 
register of their shareholdings; the 
scrapping of a number of returns 
considered obsolete, particularly the 
annual return, but the addition of a 
return showing the amount of com- 
missions in respect of debentures or 
shares paid in the relevant year. 
It is also recommended that liqui- 
dators shall send notices of the final 
meeting to all contributories, and 
that the keeping of records by 
mechanical or electronic means shall 
be held to comply with Section 147 
of the Act. In the particular matter of 
accounts the Corporation would like 
to see a statutory definition of 
profits. Realising the difficulties of 
finding a concise definition to cover 
differing types of business it recom- 
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special 
announcement 


Kalamazoo Ltd. announce a new idea for Pay 
Roll preparation. 

Horizontal cross-casting of gross pay make-up, 
deductions, net pay, etc., has long plagued 

the Wages Office. This tedious 

procedure is now obsolete. 


In future, such items can be totalled vertically. 
Extensive research in design and a unique style for 
the Employees’ Pay Advices make this possible. 
Vertical totalling in Pay Roll design is :— 
Quicker (by 20-25 %) 
More accurate. 
Easier for workers to check their pay. 
Preferred by Wages staff. 


Directors, Executives and Wages clerks should all 
see how this remarkable new Vertical Totalling 
method has been designed. It is incorporated in the 
world renowned Kalamazoo Copy-Writer Wages 
method which enables Pay Roll, Pay Advice and 
Individual Record to be compiled simultaneously. 
Keep abreast of new developments. Mail the 
coupon today for illustrations and details. 


To: Kalamazoo Ltd. 
Northfield 

Birmingham 31. 

Please let me have 
illustrations and 

details describing the 

new Kalamazoo 

Vertical Wages Method 
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A Guide to 


Management Accounting 
Second edition 


by H. W. BROAD, Fca, AcWA 
and K. S. CARMICHAEL, aca 


**...a book intended for examination students—but 
which can also be read very profitably by company 
executives and qualified accountants””—Accountancy 


*““Management accounting involves so many activities 
that to survey this field adequately in one small 
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mends that a formula be drawn up 
which would include: 
Income 
Gross sales—Less discounts, re- 
turns and allowances. 
Other income. 
Deductions 
Cost of goods sold. 
Selling, general and administrative 
expenses. 
Depreciation, 
similar items. 
Interest on debentures and other 
borrowings. 
Profit before taxes 
Less taxation. 
Net profit 
In addition the memorandum 
favours: simplification of the means 
for changing the objects of a com- 
pany; permissive legislation for the 
issue of shares of no par value; 
non-voting shares to be so described 
on all essential documents; the 
recommendations of the Cohen 
Committee on nominee sharehold- 
ings to be given statutory force, 
subject to the substitution of 10 per 
cent. for the 1 per cent. which it was 
then suggested should make disclo- 
sure obligatory. 


amortisation and 


A Floating Charge in Scotland 

BY THE LAW of Scotland it is not 
possible for a debtor to create in 
favour of his creditor a real security 
over corporeal moveables without 
delivery or some equivalent to de- 
livery, which means, in effect, that a 
real security over corporeal moveable 
property cannot be created in such a 
way that the debtor retains the use and 
benefit of the property. Further, the 
law does not recognise the “floating 
charge” as a device for creating a 
security over all or part of the assets 
of an undertaking whilst permitting 
the undertaking to employ, exchange 
or turn over its assets in the operation 
of its business. Scottish industrialists 
and traders are consequently at a 
disadvantage, since the requirements 
to create a valid security over book 
debts, namely, assignation followed 
by intimation to the debtors (who are 
then required to make payment to 
the assignee) are so troublesome that 
in practice the only assets over which 
they can obtain loans are heritable 
property and investments. 


The Institute of Chartered Ac- 
countants of Scotland informed the 
Law Reform Committee of Scotland 
that in its view the inability to create a 
security over moveables was a barrier 
to successful economic activity and 
was one of the reasons why in- 
sufficient Scottish capital was 
invested in Scotland, some companies 
being incorporated in England al- 
though the whole of their business 
was carried on in Scotland. 

The Law Reform Committee has 
recommended, inter alia, that it be 
made possible in Scotland to create 
some form of security over moveables 
without, in the case of corporeal 
moveables, the necessity of delivery; 
that the security take the form of a 
floating charge, and that it be 
competent to create a floating charge 
over all or any of the heritable and 
moveable property of the borrower; 
that only incorporated companies be 
able to grant floating charges, and 
that a floating charge become a fixed 
security only on the liquidation of the 
company and that provision be not 
made for the appointment of a 
receiver or judicial factor; further,that 
particulars of all floating charges be 
registered in a Register of Charges to 
be kept by the Registrar of Companies 
in Edinburgh. The Report (Command 
1017, H.M. Stationery Office, 1s. 3d. 
net) sets out the amendments of the 
Companies Act, 1948, which will be 
necessary to give effect to these and 
other recommendations. 


A Second Step Giro-wards 

ACCOUNTANTS, EVEN MORE than 
others, are concerned that the trans- 
fer of money shall be as cheap and 
expeditious as possible and will, 
therefore, be pleased that the clearing 
banks are to take a further step to 
this end on October 24. A note on 
page 196 of ACCOUNTANCY for April 
dealt with the first of these steps, re- 
ferring to the discussions on the need 
for a “giro” system in this country on 
Continental lines and the comments 
of the Radcliffe Report. Facilities for 
traders’ credit transfers have been 
available at many banks for some 
thirty years, but they had not pushed 
the service and it was little used until 
after the Radcliffe Report. In April 
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a scheme for clearing credits on the 
lines of the cheque clearing was an- 
nounced, to cover at first only traders’ 
credits and payments under standing 
orders, but to be extended at stage 
two by transfer to the clearing of pay- 
ments by a customer at one branch 
to credit of an account at another, 
and at stage three by transfer of 
credits paid in by people with no 
banking account. It is the second 
stage only which is being introduced 
next month, but the banks announce 
their intention to introduce stage 
three at the turn of the year. If and 
when this happens we shall be well on 
the way to the “giro”’ system. Stage 
three will mean that, whether or not 
one has a banking account, one can 
pay through the clearing any amount 
due to anyone who has a bank ac- 
count at any bank branch. This will 
not be so all-comprehensive as most 
of the Continental systems, under 
which the payee need not have a 
bank account, but it will go a long 
way in that direction and should, in 
practice, prove cheaper than either 
the more complex giro systems or 
the present system of transfer. It 
should also be more expeditious. Its 
rapid adoption will of course be 
dependent upon its acceptance by 
bodies with a large number of cus- 
tomers, such as the public utilities 
and hire-purchase firms. Since, how- 
ever, the system should be much more 
economical to the recipient than the 
handling of large numbers of small 
sums in cash, postal orders or what 
not, it is difficult to believe that there 
will be any opposition, or more delay 
than may be involved in making 
minor adjustments in accounting 
documents—the preparation of which 
will in many cases already be highly 
mechanised. 


Building Society Deposits 
THE COUNCIL OF the Building Societies 
Association appears to have de- 
parted somewhat from its general 
practice of prompt announcement of 
recommendations in that, having 
decided to recommend an increase 
from 3 to 34 per cent. in the rate 
given on deposits afer paying tax in 
mid-July, no publication occurred 
before the appearance of the August 
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quarterly Bulletin. While the main 
reason for the increase may have been 
the desire to attract additional 
money, there is little doubt that one 
of the reasons behind the move was 
the fact, recently announced, that the 
rate of tax to be demanded by the 
Inland Revenue has been raised by 
24d. to 5s. 4d. This composite rate is 
reviewed yearly and altered whenever 
the ruling rates of Income Tax are 
changed and in accordance with the 
estimated average incomes and tax 
liability of those investing in the 
societies. While the addition to the 
composite rate may seem small it has 
a significant effect on the actual rate 
to be paid by the societies on ordi- 
nary share investments. With a rate 
of 34 per cent. after tax paid on 
shares, the cost to the societies rises by 
ls. 4d. to £4 15s. 54d. per cent. Now 
that the new Building Societies Act is 
in being, some criticism of its pro- 
visions has already arisen. In 
particular, it is being asked whether 
it should not have included an 
outright ban on the charging of 
mortgage premiums. At times like the 
present, when demands on_ the 
societies are believed far to exceed 
their ability to lend, a few societies 
have adopted this practice and it is 
no new thing that they should do so. 
At the same time it is frowned upon 
by the movement as a whole and is 
very far from being generally 
adopted. It can scarcely have been an 
oversight that no action was taken to 
prevent the charging of premiums. 
The Chief Registrar has long been 
cognisant of the practice and has 
provided that all premiums must be 
shown under a separate heading 
entitled “other amounts paid by 
borrowers as consideration for ad- 
vances.” It is certain that the bulk of 
such premiums is paid by owner- 
occupiers and it is not evident what 
advantage, if any, they receive in 
exchange. 


New Life Policies 

WHILE NEW VARIANTS of the normal 
types of life insurance are not un- 
common it is distinctly unusual to 
find a new company entering this 
field. Normally it is not easy to 
offer better terms for without-profit 


policies and still more difficult to 
compete on with-profit ones with 
companies which have been able to 
plough back large sums over the 
years. Despite this, the National 
Employers’ General Insurance As- 
sociation has decided to enter the life 
field and is doing so by offering only 
with-profit policies—which are com- 
monly the most attractive form of 
cover, since relatively few people 
expect to die within the term of in- 
surance—and doing so on attractive 
terms. The N.E.M. is entering this 
field through a subsidiary, National 
and Colonial Insurance, a small office 
doing life business acquired early this 
year. The name has been changed to 
that of the parent and all future poli- 
cies, both whole life and endowment 
with-profit policies, will be offered at 
a premium which, it is claimed, will 
be no larger than that normally 
charged for non-profit policies. Pre- 
sumably these policies must combine 
both the advantages and demerits of 
both main types of insurance. The 
parent has long been a powerful in- 
fluence in the industry and its branch 
and agency system will be at the 
disposal of the new subsidiary. One 
would suppose that many people may 
be attracted by an offer which should 
contain a considerable element of 
profit at a relatively low cost. 


Restrictive Practices Progress 

ALTHOUGH THERE HAVE been very 
few cases in recent months before 
the Restrictive Practices Court, a 
statement issued at the end of August 
shows that its effects have been far 
from negligible. This year has pro- 
duced twenty decisions by the Court; 
only two cases were defended, one 
successfully; but restrictive 
agreements have been or are being 
abandoned as a result. When the 
Court began its deliberations there 
existed some 2,300 agreements to be 
dealt with. Decisions have been given 
on sixty-three cases, less than one- 
fifth of which were defended, but 
virtually half the total number of 
agreements have disappeared or are 
due to disappear. In the course of the 
next six months there are, so far, 
nine cases down for hearing, of 
which three are for October and three 
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for November. So much for the 
official figures, which are by any 
standards satisfactory. According to 
a statement by the Registrar of 
Restrictive Trading Agreements to 
the American Bar Association in 
Washington, a further 127 cases were 
in preparation towards the end of 
August, but it is doubtful whether 
many will reach the final stage. 
Among those to be heard on October 
4 is a boundary agreement between 
the Doncaster and Retford Co-opera- 
tive Societies, which is in the nature 
of a test case and will decide the fate 
of more than 200 similar agreements. 

There is some fear that the success 
of this piece of legislation will be so 
great as to create a worse evil than 
that which it is designed to cure, by 
fostering amalgamations to a point 
at which most activities will fall into 
the hands of virtual monopolies. 
There are few, if any, cases in which 
this point seems to be in sight. It is 
possible that not all amalgamations 
which have occurred in the past year 
or two have been beneficial to the 
economy, but if, as now seems rather 
more probable, British industry is to 
face increased Continental competi- 
tion, the closer integration which is 
taking place will put it in a better 
position to do so. 


O. & M. in London Boroughs 

THE METROPOLITAN BOROUGHS’ (Or- 
ganisation and Methods) Committee 
is able, in its eighth report, to record 
further substantial expansion in the 
scope of its activities. It is scarcely 
surprising to find that housing 
management absorbs considerable 
attention, and with the end of 1e- 
quisitioning it is hoped to develop in 
each council a fully integrated and 
unitary system of administration. 
With this in view, a study of the 
differing procedures is being con- 
ducted to discover both their effec- 
tiveness and their comparative cost. 
If any savings can be effected in this 
field it will be welcome to both rate- 
payers and tenants. 

On page 386 of ACCOUNTANCY for 
August, 1958, attention was diawn 
to the first use of a Leo II computer 
by the committee. It is now possible 
to report a study which envisages the 
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surtax or general expansion, can frequently 
be solved by discussion with Charterhouse. 
The Charterhouse Group have long experi- 
ence in the financing of private companies 
and are glad to advise directors and their 
professional consultants on the raising of 
capital by public flotation or means whereby 
the company remains private. Each com- 
pany’s problems are naturally individual 
and treated as such but the wealth of 
Charterhouse experience in similar fields is 
available for you to draw upon. 
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conversion of all the financial and 
statistical work of six South-East 
London boroughs to automatic 
methods and the provision of an 
integrated accounting system for 
each. A preliminary scheme for the 
payroll of Greenwich is complete, 
and assignments are on hand for its 
revision, together with schemes for 
the payment of accounts and store- 
keeping for that borough, while four 
other borough payrolls are to be 
dealt with. 

Muchelse in the report suggests that 
the labours of the Committee have 
been fruitful. Those authorities in- 
terested will find a limited number of 
copies of the report available free at 
the office of the Committee, Bethnal 
Green Town Hall, Cambridge Heath 
Road, London, E.2. 


Stock Exchange Speed-Up 

REFERENCE HAS BEEN made more than 
once in our feature “The Month in 
the City’ to plans of the London 
Stock Exchange for speeding its 
fortnightly settlement by the use of 
punched card equipment. For the 
mid-August account this was oper- 
ated for the first time for clearing 
bargains in thirty-four leading shares, 
that is, some 60,000 bargains in all. 
Eighteen machines have been in- 
stalled by International Computers 
and Tabulators, having a capital 
value of some £90,000, for which a 
monthly rent of £1,500 is paid. 
Against this there will eventually be 
a saving of the services of 150 
workers, of whom some are part-time. 
(Evidently the numbers must fluc- 
tuate according to the activity of the 
market in the shares concerned.) By 
November it should be possible to 
clear 160 shares and there is no very 
evident reason why, if the volume of 
business warrants it, this number 
should not be increased with addi- 
tional equipment. Meanwhile, if 
desired, the existing equipment could 
be used to produce totals of market 
turnover in stocks and shares for 
publication either daily or, if that 
were thought to be likely to raise too 
great difficulties for jobbers, for a 
somewhat longer period with a 
modest delay. The Council, having 
now started on the road to mechan- 
ised accounting in one field, may, it 


is to be hoped, decide to go further. 
But the complications involved in the 
existing system of share transfers 
make it difficult at present to see in 
just what direction the next step 
should be taken. It has, however, 
been disclosed that one at least of the 
sub-committees studying the problem 
of simplification has reported to the 
main committee and, while revolu- 
tionary changes are scarcely to be 
expected, it is to be hoped that some 
substantial improvement in method 
and some considerable reduction in 
delays will prove feasible. 


Shorter Notes 


Public Trustee More Active 

A year ago it was possible to report a 
growth in activity in the work of the 
Public Trustee, and Viscount Kilmuir, 
in presenting his report for the year to 
end-March, 1960, is able to suggest that 
renewed interest in the work of his 
department will bring a_ substantial 
increase in new business within the next 
few years. It is in ordinary trusteeships 
that business is increasing. Custodian 
trusteeships show no ascertainable trend, 
while the long-term fall in executorships 
and administratorships continued. The 
number of cases accepted rose by seven 
to 395 in 1959/60 and their value by 
£274,406 to £5,402,256; but distribu- 
tions exceeded this figure and the total 
funds under administration dropped by 
£8,871,609 to £224 million odd. The 
operations of the department resulted in 
a loss on the year of £48,210 compared 
with an adjusted profit of £10,141 for 
1958/59, mainly as a result of an 
increase in staff and higher rates of pay. 
There is no further reference to the plea 
advanced last year for powers to widen 
the permitted scope of the department’s 
investments. The total amount in- 
vested has fallen on the year by some 
£7 million to £200 million odd, of which 
well over half is still in British funds 
despite a fall of almost £54 million on 
the year. 


Dearer Local Loans 

For the second time in a matter of 
weeks, the Treasury has decided that 
there shall be an increase in the rates of 
interest charged on loans advanced to 
local authorities under the Local Autho- 
rities Loan Act, 1945. On this occasion 
the rise affects only the longer loans; 
for periods over 15 and not over 30 
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years. The rate is to be 6} per cent., and 
for periods over 30 years 64 per cent., 
an increase of 4 point in each case. 
The rates for shorter loans remain at 
64 per cent. The increase applies to 
loans made on or after August 20, 1960. 


How the City Works 

In a further effort to make the public, 
and in particular the investor, familiar 
with the operation of the financial centre, 
the Industrial Welfare Society is to hold 
another conference on “How the City 
Works” on October 10 and 11 at 
48 Bryanston Square, London, W.1. 
Two conferences have been held for 
company directors and secretaries and 
the present one is designed for senior 
executives and for managers of all de- 
partments, but particularly sales and 
personnel. The working of all the prin- 
cipal sections of the financial machinery 
will be explained, while official credit 
control will be dealt with by Mr. R. T. 
Armstrong of the Treasury, formerly 
secretary of the Radcliffe Committee. 
Some indication of the impact of these 
conferences, and of other schemes to 
the same end, may be gained from the 
fact that last month the number of 
visitors to the gallery of the Stock 
Exchange was 11,421, an increase of 
almost 10 per cent. over the previous 
figure. In preparation for the expected 
visit of large numbers of Commonwealth 
students during the City of London 
Commonwealth weeks between Novem- 
ber 15 and December 6, a special display 
case dealing with Commonwealth stock 
exchanges is being set up in the gallery. 


Electricity Finance in Argentina 

Mr. Cecil A. Ellis, F.s.A.A., has been 
appointed, under the auspices of the 
Bureau of Technical Assistance of the 
United Nations, to advise the govern- 
ment of Argentina upon the financial 
and tariff aspects of the electricity in- 
dustry. He has already performed 
similar missions to the governments of 
Colombia, Iran, Bolivia, Chile, Vene- 
zuela and Paraguay. 
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" O task can be undertaken with any real hope of 
performing it well unless we first know quite 
clearly what it is we hope to have achieved at the 

end.” These words are taken from the paper on Auditing: 

The Purpose and its Attainment which Mr. D. D. Rae 

Smith, M.c., B.A., F.C.A., has just presented at the Oxford 

summer course of the Institute. In his paper, reproduced 

in this issue, Mr. Rae Smith expresses the opinion that 
too many auditors at present indulge in too much detailed 
checking. If this is true—and there is a considerable 
weight of responsible opinion to that effect—then the 

profession should aim without delay at a general im- 

provement in auditing standards. Mr. Rae Smith’s paper 

provides a background against which each auditor can 
and should review his own work. 

Perhaps a useful earnest of good intent would be the 
passing of a resolution for the liquidation of the canine 
club founded in 1896 by Lord Justice Lopes. For the rest 
of their weary lives the surviving bloodhouds and watch- 
dogs could be released into the kindly hands of those 
whose vocation is the care of worn-out veterans. Too 
many watchdogs just watch and too many others bark up 
the wrong tree. Let no one suppose, however, that valu- 
able guidance cannot be drawn from the famous court 
cases which enlivened the last decade of the nineteenth 
century. They show that the criterion is the care, caution 
and skill which can reasonably be expected of an auditor. 
These qualities will be measured by the standards of the 
day. 

The auditor must first know his objective before he can 
exercise the care, caution and skill expected of him. There 
must be many auditors whose early training led them to 
suppose that the achievement of the same total on both 
sides of the balance sheet was a significant and satisfying 
stage in the audit. The profession has moved a long way 
forward since then, but it still has far to go. It is unfor- 
tunate that the Companies Act, 1948, tends to obscure 
the auditor’s real purpose by listing in the Ninth Schedule 
various matters which ought to call for nocomment unless 
the auditor is dissatisfied. The real purpose is to reach an 
opinion on whether the balance sheet and the profit and 
loss account each show the true and fair view required by 
the Act. 

How should the auditor approach his objective? Mr. 
Rae Smith says: 


In recent years there has been a growing recognition of 
the fact that the overriding purpose of an audit is the ex- 
pression by the auditor of an independent opinion as to the 
truth and fairness of accounts examined by him, and not 
the detection of defalcations and errors. This has required 
a change of emphasis in audit procedures. The verification 
of large numbers of detailed transactions and balances 
should give way to a review and assessment of the system 
of internal control undertaken with the object of deter- 
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mining the extent to which the auditor can rely on it in 

framing his audit procedures. 

Much of his paper is then devoted to the importance of 
internal control in businesses of all sizes. A review of the 
system of internal control, with a view to assessing its 
effectiveness, calls for observation, enquiry, examination 
and test, all undertaken with a nice degree of intelligence, 
common sense and judgment on the part of the auditor. 
This review and assessment of the system of internal 
control is regarded by Mr. Rae Smith as by far the most 
important of all the procedures the auditor can apply. 
“‘All his other procedures and tests should hinge upon, and 
be subsidiary to, it.” 

After considering the fundamental nature of an 
auditor’s task Mr. Rae Smith turns more specifically to 
stocks and work in progress: 

Even now there are auditors—and one would be too 
many—who are content to give unqualified reports on 
accounts when they have made no enquiries about stock 
beyond obtaining a certificate from the managing director, 
proprietor or similar person. My own experience is that 
those who today adopt such an ostrich-like attitude towards 
stock are usually also those who will happily spend wasteful 
hours ticking up every entry in the petty cash book and 
chasing up shortages of a few shillings with all the mis- 
guided zeal of an Inspector Lestrade. 


There would be much improvement in general stan- 
dards of auditing if there were widespread reappraisal of 
existing methods on the lines propounded in this stimu- 
lating and timely paper. If the internal control system is 
sound in principle and effective in operation no useful 
purpose is served by extensive detailed checking. Equally, 
if the system is unsound or ineffective no amount of 
detailed checking will serve a useful purpose unless the 
auditor has first decided where the weaknesses lie. 

The quality of auditing has far-reaching repercussions 
on the structure of the profession. The aim should be to 
reduce the detail to the minimum and employ to the 
maximum the skill of those who have the ability to look 
for the right things in the right places. They merit 
remuneration appropriate to their ability and responsi- 
bility, but their output is valuable, whereas time spent on 
needless detailed checking is expensive and wasteful. 
Improvement in the economics of the profession is the 
key to improvement in the rewards of those who practise 
it. 

There is one respect in which Mr. Rae Smith’s paper 
calls for a caveat. He castigates the textbook writers for 
emphasising the detection of fraud as the first purpose of 
ana udit. There are, however, broadly two categories of 
fraud—one which may lead to no more than the dis- 
missal of the petty cashier and the other which may lead 
the chairman unwillingly to the Old Bailey. A true and 
fair view is not consistent with misrepresentation. 
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LEO T. LITTLE 


since 1938, died on August 22, aged fifty. By his 

death the accountancy profession has lost an 
editor of great devotion and distinction. At the cremation 
at Golders Green Crematorium on August 25 the In- 
stitute was represented by Sir William Carrington, Past 
President; Sir Richard Yeabsley, member of the Council 
of the Institute, and the last President of the Society of 
Incorporated Accountants; Mr. C. H. S. Loveday and 
Mr. C. A. Evan-Jones, Under-Secretaries; Mr. T. W. 
South, Assistant Secretary; and Miss A. H. Page and 
Miss I. Crowther of the editorial 
staff of ACCOUNTANCY. 

Little was, by training, an eco- 
nomist, having as a clerk with 
the Phoenix Assurance Company 
taken first class honours and a 
Gonner Prize in the B.Sc.(Econ.) 
course at the London School of 
Economics, by evening study, at a 
time when he was also qualifying 
as a prizeman of the Chartered 
Insurance Institute. After two 
years as assistant editor of The 
Statist, Little’s work for the ac- 
countancy profession began in 
1937 when he was appointed 
Deputy Secretary of the Society 
of Incorporated Accountants. His 
literary abilities were soon evi- 
denced when, under his guidance, 
the Incorporated Accountants’ 
Journal became ACCOUNTANCY in 1938 and he began his 
long period of editorial responsibility, characterised by 
a growing circulation, happy relations with contributors 
and an alert interest in the progress of the profession. 

Perhaps because he was an economist with exceptional 
experience of the profession, Little had considerable faith 
in accountancy as a developing subject of significance 
and depth—a subject which ought to be based on ex- 
citing principles not yet fully discovered. He was joint 
editor and joint founder of Accounting Research, the 
quarterly journal (now incorporated in ACCOUNTANCY) 
published until the end of 1958 by the Cambridge Univer- 
sity Press for the Incorporated Accountants’ Research 
Committee, for which he did noble work in encouraging 
new thought and new writing on an international scale. 
He was keenly interested in professional education, 
serving as an examiner for a number of universities and 
professional bodies, to which he gave sound advice on 
syllabus problems. He was responsible for the re-writing 
of Crew’s familiar textbook on Economics for Students, 
and produced a completely new book, clear and in- 
teresting, carefully revised in each of three editions. 


Mi LEO T. LITTLE, editor of ACCOUNTANCY 


While Leo Little chose to spend his life serving the 
accountancy profession, he will be remembered also for 
arduous work and notable achievement in other spheres. 
In 1940 his editorial work was temporarily interrupted 
by war-time service with the Ministry of Aircraft Pro- 
duction, where he became Assistant Secretary responsible 
for the financial and administrative work on the supply 
of all material for aircraft. In later years he joined the 
Ministry of Supply as Under-Secretary (Planning and 
Statistics) and Economic Adviser to the Minister, being 
a member of the Economic Planning Board, 
of committees of the Common- 
wealth Economic Conference and 
of the Budget Sub-Committee of 
the Chancellor of the Exchequer. 
In 1946 Little, while continuing as 
editor of ACCOUNTANCY, ceased to 
be Deputy Secretary of the Society 
and accepted an appointment as 
Lecturer in Economics at the 
University College of the South- 
West of England (now the Univer- 
sity of Exeter), He was much 
respected by his colleagues and 
students there, who appreciated 
the subtlety of his mind and the 
fluent clarity of his writing. The 
post-war generation of older 
students was well suited to his 
approach, and many will remember 
the help and guidance he gave to 
research students and to his econo- 
mic specialists. His interest in applied economics and his 
expository gifts were evidenced by publications on public 
and local government finances and administration as well 
as by many articles in economic journals and in the new 
Chambers’s Encyclopaedia. Some of his best work was 
done as chairman of a research working party on the 
effects of the Exchequer equalisation grant system 
introduced in 1948, in relation to the finances of local 
authorities. 

Throughout most of his life Little suffered from ill 
health, operation succeeding operation to the grief of his 
friends. These grave misfortunes were borne with courage 
and equanimity. His friendly, sincere and able editorship 
continued until the end. His last operation some months 
ago left him worn and emaciated, and his condition 
caused grave concern to those who knew him. His spirit, 
however, was undaunted and he gallantly continued his 
work for the profession. His tenacity was such that for 
the August issue he worked from his bed with the help 
of his wife and his colleagues of the ACCOUNTANCY staff. 
The sympathy of readers of ACCOUNTANCY will go to 
Mrs. Little and to his children. 
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Standard Costs by Computer 


By P. Padget, A.C.W.A. 


MANY PRESENT-DAY Office systems, like Topsy, ‘“‘just 
growed” but in the era of the computer nothing has to be 
left to chance; each and every contingency has to be 
thoroughly examined and minute details carefully con- 
sidered before the programme is finalised. Thereafter 
changes can be very costly. 

By training, the accountant is well suited to the task of 
investigating present methods, formulating and agreeing 
new routines with the people affected at each level of 
management. In this and many other ways the accountant 
plays an important role. Occasionally, however, the 
field of operations can move into the accountant’s own 
province, and his systems become the subject of a com- 
puter investigation. This case study relates to the applica- 
tion of computer methods to the production of standard 
costs. 

A team of managers in a medium-sized engineering 
concern making earth-moving and mechanical-handling 
equipment was concerned with producing a computer 
system of production control; so that from a long term 
sales forecast it would be possible to obtain shop- 
loading requirements; the dates on which to order raw or 
basic materials; and progress information, all duly 
amended by the more realistic short-term forecasts each 
month. 

The basic requirement of such a system was to estab- 
lish a “‘parts file’’ which was composed of punched cards 
for each item and assembly. Cards recorded not only the 
reference number and usage but operation details and 
raw material requirements. In the process of collecting 
this information (a total of 100,000 punched cards) it was 
realised that it would be a relatively simple exercise to 
evaluate each card and produce the standard cost, as a 
natural by-product of the main task. This would be an 
indirect check on the information which had been col- 
lected and also on various subsidiary routines which had 
been introduced to keep the information up to date. 


Present Method of Calculating Standard Costs 
A broad outline of the existing method would probably 
assist the reader at this point. 

The original system was fully integrated. The designs 
office produced the working drawing, which was then 
examined by the Production Engineers section and a 
process sheet made out. This gave material specification 
and sizes, by what methods and machines the item would 
be manufactured, and the standard times of each opera- 
tion. The Production Control section then prepared 
embossed plates—a reproduction of which was passed to 
the cost office for the evaluation of the standard costs— 
from which packets were prepared which acted as shop 
orders containing operation cards; material requisi- 
tions; progress cards; and a “‘Deliver to Stores” card. 

The standard cost sheets were designed to carry stan- 
dards for five standard periods (normally five years) and 
only variable information had to be rewritten each year. 
These sheets contained the item reference number, the 
material code, quantity and unit, the economic produc- 
tion batch, and—for each operation—the shop, the 
machine, the standard set-up time allowed, the time 
allowed for each piece, and the total time allowed each 


Total set up ) 


Economic batch 
This was the basic information given to the cost office 
for each item and assembly. In addition the list of parts 
required to make assemblies was drawn up by the 
engineering department, and copied on the back of each 
assembly cost sheet. (Fig. 1.) 

It was necessary to calculate a standard cost for each 
material category; for each machine or labour group and 
for outside processing operations (such as heat treat- 
ment). The major emphasis in standard computation was 
on making the standardsas realisticas possible throughout 
the period. 
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Figure 1 


Economical Batch 40 


Part Code: 2060082 


Change Notice No. Date Rev. B 


Material Category 
Specification and Dimension 


Quantity 


Unit/Sq. Ft./Feet 


Material Code 


List on reverse (not shown) 


Used on 


Effective on 


S.O. 


OPERATIONAL DETAILS LAB. & OVERHEADS 


M/c S.U. Rate Amount 


Dept. Description No. | L.G. 


Shillings 


43.769 


64.862 


8.964 


3.616 


4.225 


COST DETAIL 


LaBour & OVERHEADS MATERIALS 


W. Shop M. Shop A. Shop Mats. O.P. 


Shillings Shillings Shillings 


Shillings Shillings 


189.333 


Material Standards fell into four categories: 


1391.569 


Actual cost of purchases by each code number was 
(1) Basic material, i.e. plate; angle; sections and bar. collected for twelve months, and compared with the 
(2) Castings—steel, iron and non-ferrous. standard cost record card, which contained all price 
(3) Bought out components of a general nature such changes notified, the date, together with the previous 

as bolts, chains, etc. standard, period by period. Then an assessment of the 
(4) Bought out components—non standard. trend of prices during the currency of the standards was 
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made and if necessary an amendment made to the latest 
price. This then became the new standard. 


Labour Standards 
Each machine or labour group had a standard com- 
puted for a standard hour based on current and 
expected wage rates, the earning rate of each group 
over the past year, and overhead contribution. 

Concurrent with the production of these standards, all 
the variable information on the standard cost sheet was 
being transferred into the next column and any changesin 
the variable information were being incorporated into the 
new basic data. The new standard rates were then in- 
serted and the calculations made by comptometer. This 
operation consisted of over 300,000 entries and calcula- 
tions, which, owing to the magnitude of the task, were 
subject only to “‘spot checks.” 

When the item costs had been calculated the assemblies 
were then completed by the same process but also adding 
the costs of individual items. 

Thus nearly 20,000 item and assembly costs were 
computed for each standard period, and the standard 
cost of each product was known. 

It was necessary for the major part of this work to be 
carried out in overtime and it lasted for nearly three 
months. Even if the system was not altered in its basic 
form, considerable savings could be achieved by producing 
the standard costs by computer. Added advantages were 
that, if necessary, standards could be recalculated with 
comparative ease and work need not commence until 
much closer to the operative date, which reduced the time 
for which estimates had to be made. 


Computer Methods 

The first problem was the collection of data. This was 
part of the main scheme and it was necessary first to check 
the validity of all the information which was to be in- 
cluded on the punched cards; for example, every standard 
time on the process sheets was reviewed. 

The computer, however, is somewhat selective in the 
way its food is served and the information had to be 
edited ; certain symbols which were acceptable to the eye 
in a manual system were not convenient as input to the 
machine, and therefore certain rules were drawn up and 
alterations made manually to 60,000 dockets. 

Furthermore, on investigation it was found that the 
computer information thus collected was concerned only 
with parts which were being currently manufactured for 
production or for spares, but from an accounting view- 
point standards were required for many items which were 
held in stock and being sold as spares but were not 
current production items. These would not be made 
unless required and often were slow moving, although 
essential, spares-holdings. It had to be agreed between 
production and accounts departments which of these 
items had to be included in the scheme and which had to 
be compiled by present hand methods. 

The “parts file” for the production control system did 
not have to contain any standard values, as these were 
always subject to revision. Therefore, the standard costs 
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of all materials were stored on a separate punched card 
file; standard labour rates were stored in “look up” 
tables within the computer; and the standard costs of 
outside process operations were punched on to paper 
tape. The computer then selected from the relative source 
the cost it required. 

Thus the information was now available for the pro- 
duction of standard costs for all items to go ahead. A few 
trial runs were made and a detailed examination carried 
out of the results. Certain minor alterations to layout 
and programme were necessary and then work com- 
menced in earnest. 

One minor problem arose at this stage. The paper on 
which the standards had been printed was not as strong 
as the quality previously used and some doubt as to 
whether it would last a full year had led to the “print- 
out” being in duplicate. It so happened that the carbon 
was part of the double paper and half the staff were 
stripping yards and yards of carbon from the completed 
sheets and an emergency call for sacks was sent out! 

After the inevitable delays of a new procedure, to be 
faced with 15,000 standards all in one week is rather 
stunning. The standards were supplied in two forms: one 
was a direct output list from the computer and contained 
only item number, total standard cost and theoretical 
spares prices (see later); the other was a detailed cost 
sheet. (Fig. 2.) This information was in the form of 
punched paper tape and converted by teleprinters, and 
was available a day or so after the totals. 

Before the assembly costs could be produced a further 
problem had to be overcome which had not been apparent 
in the manual system. Certain assemblies were themselves 
part of other assemblies and had to be calculated first. 
The solution was to give each assembly a stage number 
(from 3 to 9) which involved a considerable amount of 
work. Thus all stage 3 assembly costs were required 
before stage 4 assemblies could be completed and so on. 


Proving the Costs 

Some checks wete carried out to prove the costs and 
minor amendments made to the programme. The basic 
reason for these changes was found to be that program- 
mers are not accountants and vice versa; moreover, new 
methods of thinking were required to use a computer 
effectively. 

It was found that certain fundamental checks could be 
instituted and once proved did not require further exten- 
sive checks unless the programme was changed. Previous 
mention has been made of the production of theoretical 
spares prices. This is an example of how subsidiary 
information can be made available if sufficient forethought 
is given. It was decided to calculate formulae for various 
types of parts, identified by the part number, and to 
produce a spares price list, at the same time as the stan- 
dard cost. This meant that even if a new price structute 
was not implemented the difference between the actual 
price and the “‘ideal’”’ price based on the latest standard 
cost was always available. The formulae could be changed 
when necessary and price lists produced when required, 
based on current standards. 
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SIMON’S INCOME TAX is the complete authority on all aspects of 
income tax law and practice. It is compiled under LORD SIMON’S 
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text of the relevant portions of the Finance Act, fully annotated and 
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Assent. 
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over, rejected or shelved, and numerous arithmetical examples are included. 
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FEATURES! 


In the orginal range of models already so successfully introduced 

the following features are now included: 
NEW 
NEW 
NEW 
NEW 
NEW 
NEW 


CAPACITY. Up to five registers. 
AUTOMATIC FRONT FEED. 

AUTOMATIC PRINTING of balance and date. 
ELECTRIC NUMERAL KEYS. 

ELECTRIC TABULATOR. 

ELECTRIC CARRIAGE RETURN. 


Please address all enquiries to :— 


ADLER ACCOUNTING MACHINES (GREAT BRITAIN) LTD. 


Head Office : 
140/148, Borough High St., London, $.£.1. Telephone: HOP 3191 


BUSINESS EFFIGIENGY EXHIBITION 


OLYMPIA, OCT. 3-12 
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STRENGTH 
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ASSETS 
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EXCELLENT MORTGAGE FACILITIES 
DEPOSIT DEPARTMENT HAS TRUSTEE STATUS 
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PROVINCIAL 


BUILDING SOCIETY 
ESTABLISHED 1849 


Head Offices: MARKET STREET, BRADFORD |. Tel: 29791 (7 lines) 
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AN 
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WORKING 
PAPERS 


L. H. Trimby, A.C.A. This book provides 


a model set of working papers for the 
affairs of an imaginary limited liability 
company. This set of papers, together 
with a section of concise explanation, is 
designed to illustrate the whole principle 
on which working papers are founded. 
Two appendices on the problems 
presented by the introduction of 
automation and digitation are included. 
For students and practitioners of 
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Figure 2 
E.B.S.40 PART CODE 2060082 B 
Op. MC. L. Type Set Up Running St. Hrs Lab. Cost O.P. Cost 
H M H M 
1 WSA M B 0 0.00 8 25.00 8.417 43.769 
2 WSW 0 0.00 20 30.00 20.500 64.862 
3 WSW 0 0.00 2 50.00 2.833 8.964 
a WSG 0 0.00 1 25.00 1.417 3.616 
5 Despatch to Machine Shop 
6 70 0 0.00 1 20.00 1,333 3.925 
7 WSG 0 0.00 0 12.00 0.200 510 
8 WSW 0 0.00 0 22.50 0.375 1.186 
9 OHT 189.333 
10 WSA 0 0.00 1 15.00 1.250 4.225 
11 WSW 0 0.00 1 10.00 1.167 3.692 
134.749 
Code No. Qty. Mat. Cost W.S. Lab. M.S. Lab. _L.MLS. Lab. A.S. Lab. P.S. Lab. O.P. 
14933 2 24.000 0.000 13.484 0.000 0.916 0.000 0.000 
23019 2 424.334 0.000 15.946 0.000 2.030 0.000 0.000 
33006 2 10.072 3.984 0.000 0.000 0.000 0.000 0.000 
33288 2 6.482 4.558 0.000 0.000 0.000 0.000 0.000 
33288 2 5.146 2.356 0.000 0.000 0.000 0.000 0.000 
33288 a 6.176 4.148 0.000 0.000 0.000 0.000 0.000 
33288 1 93.346 29.867 0.000 0.000 0.000 0.000 0.000 
33290 2 7.484 7.198 0.000 0.000 0.000 0.000 0.000 
33291 2 7.484 6.992 0.000 0.000 0.000 0.000 0.000 
52403 4 0.364 3.728 0.000 0.000 0.000 0.000 0.000 
57603 2 2.836 2.394 0.000 0.000 0.000 0.000 0.000 
206039 2 184.540 188.354 7.728 0.000 1.540 0.000 0.000 
Summary Labour Costs 
W.S. M.S. AS. O.P. 
388.328 37.158 4.486 189.333 
Material Cost 
772.264 Total Cost 1391.569 
Problems and Solutions computer had certain information in advance of produc- 


Two basic problems were created by the actual speed of 
the computer. 

First, once production had commenced the various 
checks previously mentioned had to be applied on the 
first batch of information in order that the main run 
should not be delayed and, secondly, it was necessary to 
make several decisions in a matter of minutes, or other- 
wise this very expensive piece of equipment would be 
idle. An example of the latter case was an outside heat 
treatment price which had been missed, and the com- 
puter stopped for lack of this information. Time: about 
7.30 p.m.; no technical personnel available; the com- 
puter was scheduled to be producing standards until at 
least 10.30 p.m. Answer: a quick survey of similar parts, 
without result, therefore the price of 1d. was given to the 
computer which then recommerced operations quite 
happily, but a note was made of the part and operation 
and amended by hand on the detailed cost sheet when it 
was available. Other decisions were required very quickly, 
because, however carefully one plans, all contingencies 
are not remembered for the first run. It is no good hoping, 
as some people are tempted to do, that by delaying a 
decision the problem will resolve itself. 

A further problem arose when it was realised that the 


tion, e.g. a new part had been processed and no price was 
available for the basic material, which had not even been 
ordered from the supplier. The Purchasing Department 
was faced with a new problem and manfully survived. 
This facet of computer operation was to become more 
evident later on. 

The question of engineering changes to a part was to 
cause much discussion. Obviously from an accounting 
point of view one part could have only one price in any 
period, and yet the information kept on punched cards for 
the main scheme had to be kept up to date for production 
requirements. Revised costs were therefore produced and 
noted, but no change in the standards was made. It is 
hoped in future to make full use of such revised costs, 
especially where they have a major effect on selling prices. 

It must be obvious that the computer is a relentless 
moron, and this must be foremost in all one’s thoughts. It 
does exactly what it has been told—not one jot more or 
less and it is truly amazing how even the most routine 
jobs depend to some extent on the sense of the clerk 
employed. The computer cannot check that its input is 
feasible unless told exactly how and by what limits data 
should be checked. This requires much thought on the 
part of the programmer and systems man, each to appre- 
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ciate the requirements of the other and the logical 
breakdown of every stage. 


Further Developments 

Obviously the first time this major task was undertaken 
by computer little difficulties and errors abounded and 
time was required to investigate and correct information 
and methods. In consequence of the need to collect basic 
data and of these problems, no real time saving was 
effected. That is for future years. 

Since the system was installed it has enabled other non- 
routine operations to be undertaken with the minimum 
dislocation of normal work. 

Each month a list of the basic standards required is 
produced and the information collected from various 
sources as a matter of routine; thus new item and 
assembly standard costs are produced regularly: this has 
enabled a new major product to be pre-costed (without 


overtime) before the first batch has reached the assembly 
stage. 

A new list of spares prices was produced, based on 
current standards, within a week of the information being 
asked for. 

Should the occasion arise a full set of interim standards 
could be produced and the effect of changes in basic 
prices computed. 

The accuracy of the computer’s calculations gives 
confidence in its results and obviates the need of extensive 
checks. Its speed can at times cause difficulties by produc- 
ing masses of information which cannot be used all at 
once. However, this makes careful planning both essen- 
tial and rewarding. 

Now, having produced standard costs by computer, 
time is required for planning the transfer of stock control, 
work in progress evaluation and variation analysis from 
punched cards to the “‘gentle moron.” 


In this article the writer discusses some provisions of the new 
Act which are of interest to readers who act professionally for charities, or are 
concerned as secretaries or trustees of charitable trusts. 


The Charities Act, 1960 


THE CHARITIES ACT runs to seventy- 
nine pages—forty-nine Sections 
and seven Schedules. A notable fea- 
ture is the large number of enact- 
ments, Church Assembly measures 
and Orders in Council repealed as 
obsolete or superseded—the whole, 
with consequential amendments, ac- 
counting for seventeen pages. Apart 
from the new law created, the Act 
thus constitutes a major tidying-up 
operation. It received the Royal 
Assent on July 29, 1960, but apart 
from Section 1 with the First Sche- 
dule (constitution, etc., of Charity 
Commissioners), Section 38 with 
Part II of the Seventh Schedule (re- 
peal of law of mortmain), and Sec- 
tion 47 (powers of Parliament of 
Northern Ireland) which have already 
become law, the Act does not come 
into force until the beginning of the 
year 1961. 


Registration of Charities 
Important provisions are Sections 4 


and 5 of the Act which relate to the 
register of charities and the effect of, 
and claims and objections to, regis- 
tration. The register is to be estab- 
lished and maintained by the Charity 
Commissioners and in it are to be 
entered such particulars of a regis- 
tered charity as the Commissioners 
may from time to time determine. 
“Charity” is defined by Section 45 (1) 
of the Act (except in so far as the 
context of the Act otherwise requires) 
as meaning: 


Any institution, corporate or not, 
which is established for charitable 
purposes and is subject to the control 
of the High Court in the exercise of 
the court’s jurisdiction with respect to 
charities. 


but the expression “charity” is not 
in the Act applicable (a) to any 
ecclesiastical corporation (except a 
corporation aggregate having some 
purposes which are not ecclesiastical) 
or (5) to any trust of property for 


purposes for which the property has 
been consecrated. 

Every charity (as so defined) must 
be entered in the register unless it is 
excepted by Section 4 (4). Charities 
which are not required to be regis- 
tered by virtue of this sub-Section are 
(a) any charity comprised in the 
Second Schedule to the Act (referred 
to as an “exempt charity’’), (6) any 
charity which is excepted by order or 
regulations, and (c) any charity hav- 
ing neither any permanent endow- 
ment, nor any income from property 
amounting to more than fifteen 
pounds a year, nor the use and oc- 
cupation of any land. Further, no 
charity is required to be registered in 
respect of any registered place of 
worship. Nevertheless, an excepted 
charity may be entered on the register 
at its request but (whether or not it 
was excepted at the time of regis- 
tration) it may at any time, and at its 
request must, be removed from the 
register. Any institution which n 
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longer appears to the Commissioners 
to be a charity must also be removed 
from the register, together with any 
charity which ceases to exist or does 
not operate. The register and copies 
(or particulars) of the trusts of regis- 
tered charities are to be open to 
public inspection at all reasonable 
times. Section 4 (10) provides that 
the requirement as to registration 
shall not apply to charities taking 
effect before the commencement of 
the Act until such date as the Sec- 
retary of State or, as regards any part 
of the register to be maintained by 
him, the Minister of Education may 
appoint by order made by Statutory 
Instrument; and different dates may 
be appointed for different cases or 
classes of case. 

An advantage of registration is 
that, by Section 5 (1), an institution 
is for all purposes, other than recti- 
fication of the register, to be con- 
clusively presumed to be or have been 
a charity at any time when it is or 
was on the register. Presumably, a 
rating authority will be affected by 
the registration of a charity to which 
Section 8 (2) of the Rating and Valua- 
tion (Miscellaneous Provisions) Act, 
1955, applies, and registration may 
also be of advantage in connection 
with tax planning schemes, although 
(as the decided cases show) payments 
to a charity under covenant are not 
necessarily “‘annual payments” or 
“pure profit income” (per Lord 
Greene, M.R., in Earl Howe v. 
C.ILR. (1919) 7 T.C. 296). By sub- 
Section (2) any person who is or may 
be affected by the registration of an 
institution as a charity may, on the 
ground that it is not a charity, object 
to its being entered by the Commis- 
sioners in the register, or apply to 
them for it to be removed from the 
register, while under sub-Section (3) 
an appeal lies to the High Court 
against any decision of the Com- 
missioners to enter or not to enter an 
institution in the register, or to re- 
move or not to remove an institution 
from the register. There appears, 
however, to be no discretion in the 
Commissioners to refuse to register 
an institution which is properly a 
charity within the Act, otherwise than 
in the case of an “excepted” charity, 
where the provision is merely that 


the charity “‘may’’ be entered on the 
register. 


Charity Accounts 
Under Section 32 of the Act charity 
trustees must keep proper books of 
account with respect to the affairs of 
the charity and, if not required by 
any other Act to prepare periodical 
statements of account, must prepare 
consecutive statements of account 
consisting on each occasion of an 
income and expenditure account 
relating to a period of not more than 
fifteen months and a balance sheet 
relating to the end of that period. 
By Section 8 (1) statements of 
account giving the prescribed in- 
formation about the affairs of a 
charity must be transmitted to the 
Commissioners by the charity trus- 
tees on request; and in the case of a 
charity having a permanent endow- 
ment, such a statement relating to 
the permanent endowment must be 
transmitted yearly without any re- 
quest, unless the charity is excepted 
by order or regulations. What is a 
“permanent endowment” ex- 
plained by Section 45 (3) of the Act 
in these terms: 
Subject to sub-Section (9) of Section 
22 of this Act, a charity shall be 
deemed for the purposes of this Act 
to have a permanent endowment 
unless all property held for the pur- 
poses of the charity may be expended 
for those purposes without distinc- 
tion between capital and income, and 
in this Act “permanent endowment” 
means, in relation to any charity, pro- 
perty held subject to a restriction on 
its being so expended. 
Under Section 8 (3) the Comm’s- 
sioners may by order require that the 
condition and accounts of a charity 
for such period as they think fit shall 
be investigated and audited by an 
auditor appointed by them who is a 
member of one of the recognised 
accountancy bodies. An auditor 
acting under this sub-Section 
(a) shall have a right of access to all 
books, accounts and documents rela- 
ting to the charity which are in the 
possession or control of the charity 
trustees or to which the charity 
trustees have access; 
(b) shall be entitled to require from 
any charity trustee, past or present, 
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and from any past or present officer 
or servant of the charity such in- 
formation and explanation as he 
thinks necessary for the performance 
of his duties; 

(c) shall at the conclusion or during 
the progress of the audit make such 
reports to the Commissioners about 
the audit or about the accounts or 
affairs of the charity as he thinks the 
case requires, and shall send a copy 
of any such report to the charity 
trustees. 


The expenses of the audit, including 
the remuneration of the auditor, are 
to be paid by the Commissioners. 


Common Investment Funds 
In Re Royal Society's Charitable 
Trusts [1956] Ch. 870 the Court 
approved the consolidation of 
different trust funds to simplify the 
administration of the trusts, and to 
spread the risks of investment in non- 
trustee securities, which would be 
impracticable with small funds. Sec- 
tion 22 of the Act now gives statutory 
recognition to schemes to establish 
common investment funds. It pro- 
vides that on the application of any 
two or more charities the Court or 
the Commissioners may by order 
make and bring into effect schemes 
for the establishment of common in- 
vestment funds under trusts which 
provide 
(a) for property transferred to the 
fund by or on behalf of a charity parti- 
cipating in the scheme to be invested 
under the control of trustees ap- 
pointed to manage the fund; and 
(b) for the participating charities to 
be entitled (subject to the provisions 
of the scheme) to the capital and 
income of the fund in shares deter- 
mined by reference to the amount or 
value of the property transferred to 
it by or on behalf of each of them and 
to the value of the fund at the time of 
the transfers. 


A scheme may be made in terms ad- 
mitting any charity to participate or 
may restrict the right to participate 
in any manner, and make provision 
for, and for all matters connected 
with, the establishment, investment, 
management and winding up of the 
common fund. 

A scheme may also include a pro- 
vision enabling a common invest 
ment fund to take money on deposit 
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from a charity at interest, and may 
provide for the assets of the common 
fund or any of them to be vested in 
the official custodian for charities. If 
the common investment scheme is 
made by the Commissioners or if 
they consent, the scheme may also 
appoint the official custodian or 
authorise him to be appointed trustee 
to manage the fund or any part of it, 
and as managing trustee he shall, 
subject to Section 3 of the Act, have 
the same powers, duties and liabilities 
as other managing trustees. An 
“official custodian for charities’’ is 
to be appointed under Section 3 (1) 
of the Act, which provides that his 
function shall be to “act as trustee 
for charities in the cases provided 
for by this Act.” 

Under Section 22 the powers of 
investment of every charity shall in- 
clude power to participate in com- 
mon investment schemes, unless the 
power is excluded by a provision 
specifically referring to such schemes 
in the trusts of the charity. A com- 
mon investment fund is to be deemed 
for all purposes to be a charity and 
the assets of the fund to be a per- 
manent endowment, except that if 
the scheme establishing the fund 
admits to participation only charities 
not having a permanent endowment, 
the fund is to be treated as a charity 
not having a permanent endowment 
while, if the scheme admits enly 
exempt charities, the fund is an 
exempt charity for the purposes of 
the Act. 


Mortmain 

Another very important Section is 38 
which, with Part II of the Seventh 
Schedule to the Act, repeals the law 
of mortmain (dead hand). The Mort- 
main and Charitable Uses Act, 1888, 
the Mortmain and Charitable Uses 
Act, 1891, and the Mortmain and 
Charitable Uses Act Amendment 
Act, 1892, together with any enact- 
ments amending those Acts (and in 
particular Section 87 of the Educa- 
tion Act, 1944, and Sections 14 and 
408 of the Companies Act, 1948) all 
cease to have effect. As a result, it 
will not now be necessary for assur- 
ances of land, or of personalty to be 
laid out in the purchase of land, for 
charitable purposes to be sent to the 


Charity Commissioners or the Minis- 
ter of Education to be recorded. 
Similarly, there will be no need for 
charitable and other similar com- 
panies to obtain a licence from the 
Board of Trade before they can hold 
more than two acres of land, or for 
any other corporation to apply to 
the Home Office for a Royal licence 
in mortmain. 

Under sub-Section (2) no right or 
title to any property is to be defeated 
or impugned, and no assurance or 
disposition of property is to be 
treated as void or voidable, by virtue 
of any of the repealed enactments or 
of any other enactment relating to 
mortmain, if at the passing of the Act 
the possession was in accordance with 
that right or title or with that assur- 
ance or disposition, and no step had 
been taken to assert a claim by virtue 
of any such enactment; provided that 
the sub-Section is not to validate any 
assurance or disposition so as to 
defeat a right or title acquired by 
adverse possession before the passing 
of the Act (see Churcher v. Martin 
[1889] 42 Ch. D. 312). 

In relation to the wills of persons 


dying before the passing of the Act, 


the repeal of the Mortmain and 
Charitable Uses Act, 1891, has the 
effect of abrogating any requirement 
to sell land then unsold (so that such 
land may be retained without an 
order of the Court, the Charity Com- 
missioners or the Minister of Educa- 
tion); but not so as to enable effect 
to be given to a direction to lay out 
personal estate in land without an 
order under Section 8 of that Act, or 
so as to affect the power to make 
such an order. 


Dealings with Charity Property 

By virtue of Section 23, where it 
appears to the Commissioners that 
any action proposed or contemplated 
in the administration of a charity is 
expedient in the interests of the 
charity, they may by order sanction 
that action, whether or not it would 
otherwise be within the powers of the 
charity trustees. An order under this 
Section may give directions as to the 
manner in which any expenditure is 
to be borne, and shall in particular 
include directions for meeting any 
expenditure out of a specified fund, 
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for charging any expenditure to 
capital or income, for requiring ex- 
penditure charged to capital to be 
recouped out of income within a 
specified period, for restricting the 
costs to be incurred at the expense 
of the charity, or for the investment 
of moneys arising from any trans- 
action. 

An order under this Section may 
also be made so as to authorise a 
particular transaction, compromise 
or the like, or a particular applica- 
tion of property, or so as to give a 
more general authority, and may 
authorise a charity to use common 
premises, or employ a common staff, 
or otherwise combine for any pur- 
pose of administration, with any 
other charity. 

Section 29 provides that no pro- 
perty forming part of the permanent 
endowment of a charity (other than 
an exempt charity or a charity which 
is excepted by order or regulations) 
shall be mortgaged or charged by 
way of security for the repayment of 
money borrowed, or, in the case of 
land in England or Wales, be sold, 
leased or otherwise disposed of with- 
out an order of the Court or of the 
Charity Commissioners. This Section 
applies notwithstanding anything in 
the trusts of the charity, but does not 
require the sanction of an order (a) 
for any transaction for which general 
or special authority is expressly given 
(without the authority being made 
subject to the sanction of an order) 
under an Act of Parliament or by a 
legally established scheme; or (5) for 
the granting of a lease for a term 
ending not more than twenty-two 
years after it is granted, not being a 
lease granted wholly or partly in con- 
sideration of a fine; or (c) for any 
disposition of an advowson. 

Finally, it may serve as a useful 
reminder to add that, under what is 
now Section 24 of the Act, the Com- 
missioners may, on the written 
application of any charity trustee, 
give him their opinion or advice on 
any matter affecting the performance 
of his duties as such. If the trustee 
acts in accordance with that opinion 
or advice, then, generally speaking, 
he will be deemed, as regards his 
responsibility for so acting, to have 
acted in accordance with his trust. 
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evecutive 


creative thinking to solve 


your management problems 


L—_____let these fested “idea-producing’’ methods anc 
procedures help you achieve more efficient 
and successful business leadership 


ou can increase the flow of original, productive management ideas . . 
apply all your power of creative imagination in solving business problems 
. with these down-to-earth methods and practices. They are brought to you 


in a stimulating book by one of today’s top-flight “idea men” who gives you a Why this book can give you the con- 
revealing insight into what “creativity” means to you—what it’s all about— crete help needed in today’s competi- 
and how it helps you manage more dynamically and profitably. This volume en Reetiiiiae endl 

shows you modern concepts and the real meaning of creativity. It gives you Apa 

techniques on how to “sell” your ideas to higher management and keep them ¢ A fresh, new approach—vwritten specifically 
sold . . . how to promote a “creative climate” that will encourage others to for the executive and supervisor—helps 


use imagination in attacking problems . . . and how to lead creative groups 
and increase their productivity. Here is a professional approach to this vital 


you apply the power of your imagination 


business function that will help you produce a continuous flow of imaginative, to management peobtons 
original ideas . . . insure more efficient management at executive and super- © A logical, how-to-do-it treatment stresses 
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War — creative groups. A comprehensive listing of books, 
reference works, and articles relative to creative 
5. ‘Tue Nature or Creative thinking is included to give you further back- 
~~. - ape You are shown how to deal with perceptual, ground on the subject. 
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The new 
thiré edition) 


The Third Edition Features: 


— illustrative charts of organization 
and of accounts—distinction between 
cost reduction and cost control—treat- 
ment of direct costing and normal ca- 
pacity—bookkeeping economies of 
standard costs—methods for determin- 
ing direct labor time—standard ma- 
terial costs in packaging operations— 
and graphic variance control tech- 
niques. 


CONTENTS 


1. The Concept of Standard Costs 
2. Setting Up the Accounts 
3. Developing the Standard-Cost 
System 
. Presenting Standard Costs 
. Summary of Standard Cost 
Accounting Procedures 
6. Variance Accounting 
7. Setting Standards for Direct Labor 
8. Setting Standards for Indirect 
Labor 
9. Setting Standards for Materials 
10. Setting Standards for Mainte- 
nance and Other Services 
11. Setting Standards for Utilities 
12. Setting Standards for General 
Overhead 
13. Applying the Standards to 
Operations 
14. Introduction to Variance Analysis 
15. Variances in Labor Costs 
16. Variances in Materials Costs 
17. Variances in Service and 
Overhead Costs 
18. Operating Budgets 
19. Supervisors’ Incentive Plans 
20. Miscellaneous Features 


Here is a practical guide on how stand- 
ard costs operate, how they are used, 
and how a sound, profitable standard 
costs system can be installed and oper- 
ated in your plant or factory. In concise, 
step-by-step fashion, the book shows you 
the benefits of standard costs . . . de- 
scribes the type of expense recording that 
is the foundation of the system... 
gives a comprehensive, over-all view of 
how the program works . . . thoroughly 
covers the standardization of all factory 
and plant operations . . . and explains 
each step in the setting of standard costs. 


You get facts and methods on such 
topics as capacity variances, standardiza- 


tion of clerical procedures, and how to 
set standards for every operational ex- 
pense—maintenance, direct and indirect 
labor, materials, utilities, general over- 
head, and more. You'll see exactly how 
to plan and maintain an effective stand- 
ard costs system—how to control costs 
right at the source—and how standard 
costs can help you in simplifying cost-ac- 
counting procedures . . . in forecasting 
and maintaining a budget . .. and in 
developing a top-flight supervisory pro- 
gram that fits your organization’s par- 
ticular needs. This revised edition brings 
you abreast of advances in vital cost 
aspects of manufacturing, engineering, 
and other areas. 


STANDARD COSTS 
for MANUFACTURING 


By STANLEY B. HENRICI 
Industrial Engineer 
Third Edition, 392 pages, 6 x 9, 91 illustrations, 
McGraw-Hu Accountino Serres 


This book brings concrete help for account- 
ants, supervisors, industrial engineers, office 
Managers, top management, and others who 
want the “know-how” of standard costs opera- 
tion. It covers every vital step in a cost-contro] 
system—from setting up the required accounts 
to the use of standard cost data for evaluating 
salaried positions, estimating the cost of new 
orders, determining selling prices, etc. It 
shows how standard costs can help you in 
measuring supervisory performance, evaluating 
jobs, pricing inventories, and estimating costs 
of manufactured products. The book contains 


numerous examples of typical accounting en- 
tries, as well as sample forms that will help 
you set a pattern for any newly-initiated 
program. 


In addition, the logical, understandable 
techniques of this book will help you “sell” a 
standard costs program to the personnel of 
your company—you’ll be able to instill a gen- 
uine spirit of cooperation and cost-conscious- 
ness between supervisors, foremen, production 
schedulers, and other key personnel who can 
make or break a cost control program. 


Gives you money-saving pointers on such topics as— 


© establishing product and operational 
costs 


*nature and means of production of 
siliti 


© setting standard costs for fringe benefits 


* incorporating standard costs into ac- 
counts 


© setting up “cost centers” 


isolating cost variances 

¢ actual versus standard stores inventories 
® incentive-plan objectives and require- 
ments 

¢ short cuts in preparing standards 

© costs for non-standard equipment 


© engineering aspects of standard costs 
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Consider the Lilies...” 


. They toil not, neither do they 
spin .. . take therefore no thought for 
the morrow; for the morrow shall 
take thought for the things of 
itself . . .”” The words, of course, 
sound well enough ia the pulpit: 
but, matched to the hard facts of life 
as seen from the Board room and the 
accountant’s office, they seem 
strangely ill at ease. So we firmly shut 
our minds to them, and direct such 
notions to the much more suitable 
ecclesiastical building round the 
corner. 

Yet they are the words of Christ 
Himself, and the accountant who is a 
committed Christian finds himself in 
a dilemma. Can his faith have real 
relevance in the practice of his 
profession? He is conscious that true 
Christianity is not content to remain 
in the pulpit or the pew, but insists on 
reaching every part of life. It reminds 
him, too, that God Incarnate was a 
layman, living a craftsman’s life. 

Some, of course, may resent the 
question. Faith is an intensely per- 
sonal matter, and its application to 
practical living with other people 
must raise many hares. In the prac- 
tice of taxation, in business morality, 
in personal relations, a hundred 
questions arise on which each man 
must be left to his own conscience 
and to the light of the full circum- 
stances which he himself alone knows. 
But that is no reason for failing to 
seek the principles involved, and 
some of them appear in the very 
quotation with which we began. 

For, morally, the accountant is in 
a key position. In a materialist 
world, he holds his finger on the very 
pulse of materialism. Men look to 
him at every stage of the acquisition, 
the preservation and the disposal of 
material gain. The accountant may 
well ponder the interesting fact that 
the Bible, which warns him that the 
love of money is a root of all manner 
of evil, also numbers among the most 
honoured early converts of Christi- 
anity the treasurer of Corinth, one of 


the wealthiest cities of its day. It is 
at a point of man’s greatest vul- 
nerability that the accountant’s in- 
fluence is brought to bear: and at this 
very point that his client or employer 
may often appeal to him as a kind of 
substitute conscience. 

No accountant of any experience 
can fail to be impressed by the impact 
of gain upon human personality, for 
good or ill. It follows that no 
accountant of conscience can fail at 
times to be afraid of the moral 
responsibility which this impact 
places upon his shoulders, in terms of 
human happiness and well-being. It 
is here that the Christian finds the 
comfort of a secure faith, and of a 
higher Strength on which to draw. 
Life rarely poses a clear choice 
between black and white, between 
good and evil; far more often the 
choice lies between courses of varying 
shades of grey, in each of which lie 
both good and evil—or, as the 
Christian would say, sin. In such 
circumstances, the Christian seeks 
for a judgment informed from 
Resources beyond his own. 

The accountant’s profession is 
exercised in that borderland where 
the interest of the individual meets 
that of the community. Whatever his 
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personal views on the social frame- 
work, every accountant becomes 
conscious of the tremendous pressure 
of the modern community upon the 
individual, and of the too frequent 
opportunities presented for injustice 
and for intolerance. Is it far-fetched 
to believe that in his faith—that faith 
which is so personal and individual, 
and yet so constantly reminding him 
of his relation to greater com- 
munities—he can find a key to the 
rightful exercise of the responsibili- 
ties given to him? 

Our profession enjoys standards of 
righteousness and probity which are 
second to none. Yet standards too 
easily slip, and the truth can too 
easily be made to appear: different 
from what it really is. Lost among his 
figures, and the materialist media of 
his work, the accountant needs at all 
times to be reminded of worlds 
beyond his immediate horizon, and 
that his influence can be as morally 
powerful as that of any profession of 
social service. The author believes 
that for the effective exercise of that 
influence two things are needful: a 
proper humility and a genuine faith, 
founded on the knowledge of Christ 
the King. 


This article has been written for the 
Accountants’ Christian Fellowship 
to introduce its winter meetings (for 
October dates see page 547). The 
author was a member of the work- 
ing party under Christian Teamwork 
(see page 447 of our August issue). 


The Size of the Business 


ACCOUNTANTS ARE IN general, we 
may suppose, individualists at heart. 
Some have suggested that this is the 
true test of professional status: in no 
matter how large an organisation the 
accountant may work he, like the 
architect, like the doctor, like the 
solicitor, has standards independent 
of the standards of his employers— 
which can on occasion be a matter for 
pain and sorrow as well as for proper 


pride. Certainly the accountant’s own 
business, when he is in practice 
himself or in partnership, does not 
lend itself to large-scale, multi- 
branch, organisations; there is no 
firm of accountants anywhere near as 
large as, say, the big insurance 
companies. 

Whether that inclines accountants 
to sympathy with the small business 
as contrasted with the large is a 
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different question. Certainly the 
interest of their work would be sub- 
stantially lessened if their only clients 
were small shopkeepers; the con- 
solidated accounts of a great inter- 
national combine are altogether more 
challenging. But the interest of the 
work involved has little to do with the 
merits of the case, and when our old 
friend the man in the street argues 
about multiple stores and village 
shops he is no nearer answering an 
unanswerable question than is the 
academic student of business organi- 
sation when he seeks the formula that 
will settle the optimum size of a 
business. 

There are such a lot of factors to 
be taken into account. There is the 
personal friendly service of the small 
shopkeeper to weigh against the 
lower prices (sometimes) and the 
larger, if not more diverse, stocks of 
the supermarket. There is competi- 
tion to weigh against the tendency 
(at least) towards monopoly, though 
there again it doesn’t always work in 
the way pure theory would lead one 
to expect. There is the tendency 
towards bureaucracy which marks 
the large organisation, the tendency 
towards experiment and enterprise 
which marks the small; but there are 
any number of bureaucratic small 
businesses and quite a few enter- 
prising big ones. There is Parkinson’s 
Law; there is the temper of the time, 
the tidal movement of history that 
moves us, as it seems, regardless of 
our desires; and there are always 
plenty of people to point out how 
foolish it is to be out of step with 
current tendencies. 

The historical development of big 
business has its own considerable 
interest. The one-man business was, 
obviously, the beginning of all 
business, and flourished for a long 
time. It isn’t so very long, historically, 
since in this country men took their 
first tentative steps towards com- 
bination, in the sharing on joint 
stock of ventures overseas that were 
too great for any individual to bear 
alone. And then, within a mere 
hundred years or so, came the sweep- 
ing evolution that gave us the limited 
company with on the one hand its 
possibilities of an unlimited number 
of shareholders and on the other, 


thanks to Mr. Salomon’s historic 
appeal to the House of Lords, the 
one-man company. 

The nineteenth century, which saw 
the beginning of the movement 
towards large-scale organisation, saw 
also plenty of examples of the failure 
of small-scale organisation. Banking 
history in particular is strewn with 
the wrecks of private banks which 
collapsed under the strain of the new 
pace of industrial development. Joint 
stock banks collapsed too; but by the 
end of the first world war, when the 
present banks had taken shape in a 
process of amalgamation that makes 
all our more recent takeovers look 
insignificant, their size was so great as 
to be virtually unshakable. In the 
financial chaos that came ten years 
later, America, which had permitted 
no such monolithic banking to 
develop, saw her banks come tum- 
bling down; and no other country in 
the world can make the claim we can 
in this country, that for the last forty 
years no bank depositor has lost a 
penny of his money. 

That is, of course, a large part of 
the case for big rather than small 
business. But very big businesses 
have come a cropper before today, 
and doubtless will again; and more 
people are involved in the crash than 
can ever be caught in the collapse 
into bankruptcy of the greengrocer 
on the corner of the street. And 
although the prophets have been 
telling us through most of our life- 
times that the day of the small man 
is past, and the one-man business 
doomed, yet still the individualists 
sink their capital in shop or small- 
holding, usually making from it a 
living that few of the rest of us would 
accept, but still happy in their inde- 
pendence. (Happier, we may add, if 
they have had the sense or the good 
fortune to enlist the services of an 
accountant; the number of small 
businesses that have crashed for no 
other reason than insufficient ac- 
countancy must almost rival the 
number of the sands of the sea.) 

And as the small business grows 
(for it often does), when if at all does 
its originator call a halt to growth? 
Man’s ability to manage is as various 
as man himself; it is a wise man who 
knows when to stop, and a wiser 
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who knows when he can go on grow- 
ing. One who may well go on growing 
for a long time is the man who thus 
defined his ambition: to head a vast 
business (at a vast reward); to come 
to the office once a week, for an 
hour; to be presented then, by 
trusted lieutenants, with the three or 
four or five vital questions they had 
held for him; to decide them, yes or 
no; and to go back to his home in the 
country, having by those decisions 
fully earned his keep. He may well 
find that things don’t work out quite 
as tidily as that, but he obviously has 
some of the prescription right, for 
ability—and willingness—to delegate 
is not the least important part of 
expanding business. 

Social, economic, human and 
historical, the answers multiply, and 
add up to no answer at all; we each 
decide for ourselves whether we 
prefer the large or the small. Most of 
us prefer the small, by instinct if not 
by reason: the unpopularity of the 
takeover bid has been based ob- 
viously enough not on reason but on 
an emotional feeling that every bidder 
was a giant about to batter Jack. It 
hasn’t always been true; and emotion 
has made little enough difference to 
the event. The movement of history 
may be the only real answer: is 
anyone safe against it? The old pri- 
vate bankers thought they were, once 
upon a time; our American friends 
have set up anti-trust buttresses 
that seem often to be ineffective in 
the country in which Organisation 
Man seems to have first appeared. 
Will even accountancy resist the 
cohesive tendency, over all the years 
ahead? 

It is an infallible sign of advancing 
years to find oneself saying “I’m 
glad I shan’t be here to see it.”’ Let us 
firmly resist any tendency to do so. 


The address of ACCOUNTANCY 
is 


MOORGATE PLACE 
LONDON, E.C.2 
Telephone: Moorgate 5644 


|| 
3 
— 
+ 


ACCOUNTANT | You can rely on... 


Ss 
The festive af ¢ 4 


GARDENS 
. . . the accountancy world’s LONDON, EC2 
weekly newspaper ana 


The classified advertisement columns of ‘THE ACCOUNTANT" are a recognized medium, not only for Situations Vacant and 
Wanted, but for the buying and selling of practices and commercial businesses, and for the disposal of office equipment or 
premises. An average of well over 200 advertisements appear every week. 


Price Is 9d per copy % FOR INFORMATIVE ARTICLES Publishing Offeest 


fA 18s Od 
powtage) | per % FOR UP-TO-DATE INFORMATION GEE & CO 
fre % FOR NEWS OF THE PROFESSION (Publishers) LTD 


There are concessional 


rates for articled clerks *% FOR AN INCOMPARABLE CLASSI- ae. 


and there is an AIRMAIL FIED ADVERTISEMENT SERVICE STREET 
PUBLISHED EVERY FRIDAY MONarch 5347-8 


PALMER’S EXAMINATION NOTE BOOK 


TENTH EDITION 


BY 
ALFRED PALMER, F.C.A. 


This book, now in its Tenth Edition, has proved a boon to thousands of Accountancy and Secretarial 
students. It contains brief, pithy notes on the essentials of sixteen of the vital subjects in most Accountancy 
and Secretarial examinations. The author, who has had almost unrivalled experience of Professional and 
Commercial education, has, whilst preserving intelligibility, eliminated every unnecessary word in order that 
the greatest possible number of topics be touched upon; and, by the adoption of various devices such as 
short numbered or lettered paragraphs, and typographical variation, has succeeded in presenting the material 
in a form which makes for ready visualization and easy memorization. The exemplification of ‘how to take 
notes’ is in itself no small service to the 
student, and the interleaving with blank - —Order Form— — — — — — — — ——-— 
pages for additional notes is another | GEE & COMPANY (PUBLISHERS) LIMITED 
attractive feature. 27-28 Basinghall St, London, BC2 MONarch 5347-8 

Indispensable to the examination 
student, this book will also prove an 
excellent work of reference for the 


Please send moe of EXAMINATION NOTE BOOK at 17/6 
18/5 post free U 


Name. 


qualified man. (Block letters please) 
Address 
price net ples 
18/5 post free Remittance £ : 1 
Accy. 9/60 


Ces: 
| 
Z 
| 
>. 
~ a 
j 
| 
. 
is enclosed. 
| 


xvi 


kK 


THIS THE 
HALL MARK 


@ SHARE DIVIDEND 33% p.a. income 
tax paid by the Soctety 


@ Member of the Building Societies 


Association 
@ Assets over £7,500,000 


@ A personal service established in the City 
of London for nearly a century 


THE CITY OF LONDON BUILDING SOCIETY 
Register No. 95B. (County) London. 


House Purchase and Housing Act, 1959, this 16th day of June, 1959. 


17 North Audley Street, 


NOTE The effect of “designation” is to bestow powers on trustees under Section one of the 
Trustee Act 1925 to invest funds of trusts in his hands on deposit with the Society up to 
amounts not exceeding £5,000 for any one trust. 


Copy 
F.694 (27) 


HOUSE PURCHASE AND HOUSING ACT, 1959 
Designation pursuant to Section I 


The above-named society is designated for the purposes of section | of the 


Cecil Crabbe. 
Chief Registrar of Friendly 
Societi 


London W.1. 


Write for informative booklet 
xt 
* * 
*. THE CITY OF LONDON BUILDING SOCIETY - 
a (Formerly Fourth City Building Society—Est. 1862 *, 
* 
34 LONDON WALL, LONDON, E.C.2. MONarch 2525/6/7 


12 REASONS WHY... 


you should enrol with 


No. 9. THE COLLEGE GUARANTEE 


nation Course and completes his course 


straightforward Guarantee: 


student PASSES his Examination. 


be required. 


You need not wait for the publication 


eleven reasons) to: 
121 London Wall, E.C.2 


THE BRITISH COLLEGE OF ACCOUNTANCY 


Where a student enrols for a complete Exami- 


reading and submits all his test work in a 
reasonably satisfactory manner, he is given this 


In the event of failure tuition will be made 
available for an unlimited period, until the 


There is in this Guarantee no “catch”, and 
granted the co-operation of the student in the 
proper performance of his studies, there is indeed 
an excellent chance that the Guarantee may never 


further items in this series—WRITE NOW for 
full details of our tuition service (and the other 


A JORDAN PUBLICATION 


The 
Secretary’s 
Manual 


by T. P. ROGERS, F.C.LS. 
and The Honourable L. H. L. COHEN, M.A., 
Barrister-at-Law 


24th Revised Edition 


‘We can recommend The Secretary's Manual to all 
company secretaries and those engaged in company 
administration who wish to obtain an effective, vivid 
and practical knowledge of an interesting field of business 
and legal activity..—Law Times. 

The knowledge of company law essential to a secretary 
is considerable and it is here set out in its clearest form 
with the judicial decisions which affect his work, and the 
forms and precedents with which he should be familiar. 


PRICE NET 
(by post 47s) 


JORDAN & SONS LIMITED 
COMPANY REGISTRATION AGENTS 
116 CHANCERY LANE, LONDON, WC2 


of 


of 


e 


Auditing: The Purpose and its Attainment 


A Paper given at the Summer Course of the Institute at Christ 
Church and Pembroke College, Oxford, on September 16, 1960. 


By D. D. Rae Smith, M.c., B.A., F.C.A. 


Introduction 

THE FIELDS ENTERED by accountants in 
practice are ever increasing, but audit- 
ing still remains by far the largest of 
them. Nor is there any reason to suppose 
that the preponderance of auditing in 
the work of a practice office is likely to 
be much diminished in the foreseeable 
future. At least for many years to come, 
audits will continue to be the basis on 
which most practices are founded, 
providing the bread and butter and here 
and there a sweetening of jam. The 
manner in which those of us in practice 
approach and carry out our audit 
engagements will remain of prime 
importance in contributing to the esteem 
—or lack of it—in which our profession 
is held by those whom it seeks to serve. 

In recent years there has been a 
growing recognition of the fact that the 
overriding purpose of an audit is the 
expression by the auditor of an indepen- 
dent opinion as to the truth and fairness 
of accounts examined by him, and not 
the detection of defalcations and errors. 
This has required a change of emphasis 
in audit procedures. The verification of 
large numbers of detailed transactions 
and balances should give way to a re- 
view and assessment of the system of 
internal control undertaken with the 
object of determining the extent to 
which the auditor can rely on it in 
framing his audit procedures. 

A textbook is the proper place for 
considering in detail the audit proce- 
dures that can be applied to different 
types of assets, liabilities and trans- 
actions. It would not be appropriate, in 
a paper such as this, to try to usurp the 
textbook’s function; nor have I the wish 
or intention to do so. Therefore, after 
first dwelling on the purpose of an audit, 
this paper will deal at some length with 
the attainment of that purpose through 


a review and assessment of the system 
of internal control. Other audit pro- 
cedures and tests, except those in 
connection with stocks and work in 
progress, will be considered in principle 
only. Because stocks and work in 
progress tend to be treated by many 
auditors in a manner that is a long way 
this side of perfection, the procedures 
relating to these assets—and in particular 
the auditor’s attendance at, and ob- 
servation of, physical stocktaking—will 
receive a more specific measure of 
attention. 

Before going any further, I should 
perhaps say that the views and opinions 
expressed in this paper are my personal 
ones. But, while they should not all 
necessarily be taken as representing the 
collective opinions of my partners and 
my firm, I have little doubt that in 
essence they do so. Whether they meet 
with acceptance or rejection from the 
audience to which they are addressed, I 
hope they will at least provoke dis- 
cussion and thought about this work 
which plays so big a part in the fortunes 
of a practice office. 


The purpose of an audit 
No task can be undertaken with any real 
hope of performing it well unless we 
first know quite clearly what it is we 
hope to have achieved at the end. If an 
audit is to be done efficiently the auditor 
must be quite certain of his purpose. My 
experience leads me to believe that not a 
few practising accountants, and many of 
their clients, are by no means clear in 
their thinking about the purpose of an 
audit. I therefore make no apology for 
dealing with this matter. 

In the distant past audits no doubthad 
their origin in the natural distrust felt by 
one man for another in matters where 


the handling of money or other valuables 
was at stake. The function of the auditor 
then was to obtain an account of a 
man’s stewardship and to assure himself 
that no misappropriation of funds had 
taken place. With the passage of time, 
as businesses developed and grew into 
complex organisations, this original 
concept of the auditor’s function became 
impracticable and outdated. Neverthe- 
less, it is only in relatively recent years 
that it has begun to be accepted that 
balance sheets and profit and loss 
accounts are representations made by 
management as to a state of affairs and 
results of transactions; and that the 
function of the auditor is to express an 
opinion on those representations. 

The earlier view of an audit—as 
comprising a sort of fraud squad 
investigation together with a verification 
of mathematical accuracy in great 
detail—unfortunately persists to some 
extent today. For example, in a well- 
known book on auditing the following 
words appear: 


The object of an audit may be said to be 
threefold: 
(1) The detection of fraud. 
(2) The detection of technical errors. 
(3) The detection of errors of principle. 
On account of its intrinsic importance, 
the detection of fraud is clearly entitled 
to be considered an object in itself, 
although, as will be obvious, fraud can 
only be concealed by the commission of 
a technical error, or of an error of prin- 
ciple. It will be appropriate, therefore, to 
combine the search after fraud with 
search for technical and fundamental 
errors; but it can never be too strongly 
insisted that the auditor may find fraud 
concealed under any item he is called 
upon to verify. His search for fraud 
should therefore be unwearying and 
constant. 
The detection of fraud is a most 
important portion of the auditor's duties. 
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. .. Auditors should therefore assiduously 

cultivate this branch of their functions. . . . 
When a book which is one of the 
recognised standard works on the sub- 
ject emphasises the detection of fraud 
as the first purpose of an audit, it is 
perhaps not to be wondered at that 
many, both inside and outside the 
profession, are similarly mistaken in 
what they hold to be an audit’s purpose. 

It is obvious that, except possibly in 
cases where the business being audited 
is of the smallest size, if an auditor 
looked on his work as being primarily 
designed to guarantee the accuracy of 
accounts in every detail and to discover 
both major frauds and minor defal- 
cations, his client would find the cost of 
this work prohibitive. His client, more- 
over, could normally obtain protection 
more cheaply and efficiently by other 
means. An audit cannot be: a good 
substitute for proper controls exercised 
at the time over transactions. Nor can it 
offer the same prospect of recovery of 
money lost as is given by fidelity 
insurance. 

The detection of fraud should not 
therefore be regarded as the main 
purpose, or even as one of the main 
purposes, of an audit. This does not, of 
course, mean that an auditor is in no 
way concerned with, or interested in, the 
discovery of frauds and defalcations. If 
proper application of the audit pro- 
cedures necessary to enable him to 
express an opinion on the accounts he is 
examining would also discover a fraud 
or defalcation, then any failure by the 
auditor to make the discovery will be at 
his peril. But this should not obscure 
the fact that such a discovery is a 
by-product, and not the main purpose, 
of the auditor’s work. The responsibility 
for safeguarding the assets of a business 
rests squarely with the management. 
They do not discharge this responsibility 
by having an independent audit. 

The primary purpose of an audit is to 
enable the auditor to express an 
opinion as to the truth and fairness of the 
accounts he is reporting on. This 
primary purpose is not affected by 
whether an audit happens to come under 
the Companies Act, 1948, or not. The 
need for truth and fairness is not 
confined to the accounts of bodies 
incorporated with limited liability or 
limited by guarantee. In the case of 
audits under the Companies Act there 
are of course the additional purposes of 
ascertaining whether proper books of 
account have been kept, whether the 
accounts are in agreement with the 
books and comply with the provisions 
of the Act, and so on; but these are 


secondary purposes. They are ancillary 
to the main and overriding purpose. It is 
unfortunate that, while the body of the 
Companies Act, 1948, makes it clear in 
Section 149 that the overriding con- 
sideration for a company is to present 
accounts which are true and fair, the 
Ninth Schedule to the Act—by requiring 
express statements on all the secondary 
purposes of an audit—tends to obscure 
the much greater importance of the 
auditor’s first purpose. 

As I have just said, whether an audit 
is under the Companies Act, 1948, or is 
outside it, its primary purpose remains 
the same—the expression of an opinion 
by the auditor as to the truth and 
fairness of the accounts reported on. 
An auditor may, on the express in- 
structions of his client, undertake 
obligations that go further than this; 
but he cannot do less. Therefore, if an 
examination of accounts, made outside 
the Act, is so limited by the instructions 
of his client that the auditor is unable 
to give an opinion on their truth and 
fairness, then such an examination does 
not amount to an audit. In such cases 
the report that is given on the accounts 
should make it clear that an exami- 
nation of only limited scope has been 
made, and that its extent is insufficient 
to allow of an opinion on their truth and 
fairness. 

It is important that the purpose of an 
audit be properly appreciated because it 
is the key to what audit procedures 
should be applied and the extent to 
which they should be applied. Without 
this appreciation the auditor is unlikely 
to perform his task in a manner both 
effective and economical. It is important 
also that clients as well should realise 
the purpose for which an audit is made. 
If some of them believe, and are 
allowed to go on believing, that a major 
part of the auditor’s job is to see that the 
petty cash has not been stolen and that 
every item in the books is rigorously 
examined, then their awakening, if put 
off too long, is likely to be a rude one. 
They should understand that the pro- 
cedures which the auditor elects to apply 
in his work are designed to enable him 
to express an opinion; and that they are 
not applied in order to detect defal- 
cations and like irregularities, even 
though they may sometimes do this. 

The realisation of the true purpose of 
an audit appears to be more widespread 
in the United States of America than it 
is in this country. It is interesting to note 
that in 1951 the Codification of State- 
ments on Auditing Procedure issued by 
the American Institute of Accountants 
contained the following words: 
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The ordinary examination incident to 
the issuance of an opinion respecting 
financial statements is not designed and 
cannot be relied upon to disclose defalca- 
tions and other similar irregularities 
although their discovery frequently re- 
sults. In a well organised concern reliance 
for the detection of such irregularities is 
placed principally on the maintenance of 
an adequate system of accounting records 
with appropriate internal control. If an 
auditor were to attempt to discover 
defalcations and similar irregularities he 
would have to extend his work to a point 
where its cost would be prohibitive. It is 
generally recognised that good internal 
control and surety bonds provide pro- 
tection much more cheaply. On the basis 
of his examination by tests and checks, 
made in the light of his review and tests 
of the system of internal control, the 
auditor relies upon the integrity of the 
client’s organisation unless circumstances 
are such as to arouse his suspicion, in 
which case he must extend his procedures 
to determine whether or not such sus- 
picions are justified. 

While there are doubtless many people 
in this country, both in the accountancy 
profession and among its clients, who 
do appreciate the proper purpose of an 
audit, it is certain that there are also 
large numbers who would benefit from 
a close study of the words just quoted. 


The importance of internal control 

As it is not the main purpose of an 
audit to detect defalcations and similar 
irregularities, it follows that extensive 
detailed checking of books and records 
should normally be unnecessary. The 
audit procedures applied should be the 
minimum necessary to establish whether 
the books and records can reasonably 
be relied on as a basis for producing 
accounts which will give a true and fair 
view. Mere haphazard application of a 
few procedures will obviously not be 
good enough to achieve this. To be 
effective as a means of establishing the 
reliability of the books and records, the 
audit procedures selected and applied 
must be based upon a proper appre- 
ciation of the system of internal control. 
Therefore the first and most important 
thing to do when starting an audit is to 
review and assess the system of internal 
control. Upon his assessment of the 
effectiveness or otherwise of the system 
should depend the nature and extent of 
the tests that the auditor applies. 

To avoid possible confusion it may be 
appropriate at this point to say that, 
when talking of internal control, its 
meaning is not limited to include only 
internal check and internal audit. An 
auditor is of course directly concerned 
with internal check and internal audit: 
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but the term internal control embraces 
more than these, and the auditor’s 
concern with a system of internal 
control may likewise extend beyond 
them. In Notes on the Relation of the 
Internal Audit to the Statutory Audit, 
issued by the Council of the Institute in 
August, 1953, internal control was 
defined as: 


. . . indicating the whole system of con- 
trols, financial and otherwise, established 
by the management in the conduct of a 
business, including internal check, in- 
ternal audit and other forms of control. 


The auditor’s interest in the system of 
internal control will be chiefly directed 
to that part of the system which com- 
prises the plan of organisation and the 
methods and measures which are 
adopted to safeguard the assets and 
ensure the accuracy and reliability of the 
accounting records of a business. His 
responsibility for investigating the sys- 
tem of internal control is limited to those 
controls directly related to accounting 
matters. These, obviously, will include 
internal check and, where it exists, 
internal audit. 


Review of internal control 

A review of the system of internal 
control operating in a business, with a 
view to assessing its effectiveness, is not 
a matter that can be undertaken lightly 
or mechanically. It will entail: 


(a) Observation and enquiry. Intelligent 
observation of the physical conditions in 
which a business operates, and intelligent 
enquiry of directors, managers and other 
key employees, are essential if the auditor 
is to get the “‘feel’’ of a business. 

(6) Examination of documentary proce- 
dure in order to establish what provision 
is made to ensure the authenticity of and 
authority for transactions, internal 
checks generally, flow of documents, and 
so on. 

(c) Test of underlying documents, records, 
transactions and entries in the books in 
order to prove the reliability and authen- 
ticity of those selected for test. 

(d) Assessment of the whole, which will 
involve understanding how all the dif- 
ferent elements of the system of internal 
control fit together and the exercise of 
careful judgment in determining the extent 
to which it amounts to an effective system. 


Observation, enquiry, examination 
and test are factors which are inter- 
dependent. A proper balance between 
them must be held if the conclusions 
reached when assessing the whole are 
to be valid. Too much reliance on 
observation and enquiry and too little 
on examination and test may lead to a 
false assessment. On the other hand, too 
little observation and enquiry may 
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result in an excessive amount of exami- 
nation and test, and directed at the 
wrong places. 

A review of internal control should 
be regarded as an integral and con- 
tinuing part of an audit. It should be 
carried out afresh each year. At present 
I suspect that too many pay only 
lip-service to this requirement. When an 
audit is first undertaken a review, more 
or less comprehensive, of the system of 
internal control is made; but thereafter 
it tends to be partially, or even wholly, 
overlooked. Systems of internal control, 
like everything else, have a habit of 
changing from time to time. If the 
change is revolutionary, there should 
little chance of the auditor not noticing 
it. But if it is just an evolution he may 
well be unaware of it unless he has 
deliberately made a review of the 
system. Whether changes are revclu- 
tionary or evolutionary, the auditor 
needs to know of them and weigh their 
significance. The absurdity of applying, 
year after year, audit procedures which 
are based on a system of internal control 
as it was, but is not now, needs no 
emphasis. 

It is a fallacy, I think, to suppose that 
making a review each year of a system 
of internal control will add much, or 
anything, to the time that has to be 
spent on an audit. Radical alterations in 
a system are the exception rather than 
the rule; the changes that occur from 
time to time are usually of a relatively 
small—though not necessarily unim- 
portant—nature. Therefore the auditor’s 
review will more often involve finding 
out in what respects the system has been 
altered, rather than starting from scratch 
to find out what the system is. And even 
if the review does apparently occupy a 
large measure of time it should, if it is 
properly used, repay this by making it 
possible to save time in other directions. 


Internal control 

Clearly the auditor should have some 
form of written record of the system of 
internal control. To ensure that a 
review of the system is made on the 
occasion of each annual audit, this 
record should form part of his current 
working papers. If it does not form part 
of his current working papers, but is 
kept in one of the permanent files 
relating to the engagement, the danger 
of the review being overlooked is much 
increased. In making a review of the 
system of internal control there is a lot 
to be said for the use of a standard form 
of internal control questionnaire. It 
may be that, where the audit is one of 
a very small business, and perhaps in 
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certain other cases, it is more con- 
venient not to use a standard form but 
to prepare a hand-written record of the 
system. Generally speaking, however, 
the use of a standard form of question- 
naire is preferable. There are important 
features which are common to all 
systems of internal control and a 
standard questionnaire ensures that they 
all receive their due attention. 

A standard form of internal control 
questionnaire needs to be designed with 
care and thought. For some concerns, 
for instance banks and _ insurance 
companies, it will probably be necessary 
to have a form of questionnaire that is 
separate from that designed for use with 
manufacturing and trading businesses 
in general. I shall not attempt to 
reproduce an internal control question- 
naire in this paper. It will be sufficient 
here to indicate in general terms the 
form that a questionnaire, suitable for 
use in most types of audit, can take. 
Such a questionnaire may consist of 
several sections, each being devoted to 
one of the usual major accounting 
activities of a business—such as cash 
receipts, cash payments, sales and 
debtors, purchases and creditors, stocks, 
payrolls, property, securities, etc. Each 
section will contain questions relating 
to the more important functions of the 
activity concerned, and it can be helpful 
if these questions are supplemented, 
wherever necessary, by short explana- 
tory comments indicating the more 
usual means of obtaining effective 
control over various functions and 
records in order to emphasise the 
significance of the questions asked. 
Sufficient space must be provided for 
recording answers to the questions 
asked and for such other comment as 
the auditor may think fit to make. When 
recording his answers the auditor should 
remember that it can often be easier to 
explain some aspects of a system of 
control by flow charts than by a 
rambling narrative. To facilitate assess- 
ment of the system as a whole, the 
questionnaire should also contain a 
separate sheet on which the situation 
disclosed by each section can be 
summarised. 

The normal types of audit tests the 
can be applied to different matters can 
be indicated in the internal control 
questionnaire. It may sometimes be 
feasible to turn it into a combined 
questionnaire and audit programme by 
providing space for recording the tests 
actually made, though often this will 
make the questionnaire unwieldy. It is, 
however, obvious that, as the audit 
programme should depend on _ the 
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answers given in the questionnaire, there 
must be a direct link between the two. If 
it is not practicable to incorporate the 
audit programme in the questionnaire, 
then the various sections and subsections 
of the questionnaire should be referenced 
to the programme. Which of the tests 
indicated in the questionnaire are 
actually applied—and to what extent— 
will depend on the assessment that is 
made of the system; and it must always 
be remembered that this assessment in- 
volves judging not only its theoretical effi- 
ciency but also its practical effectiveness. 

The questions asked by an internal 
control questionnaire should be designed 
to direct attention to the vital points at 
which proper control is essential if the 
system as a whole is to be judged 
effective. It is advisable so to frame the 
questions that an affirmative answer tn- 
dicates a satisfactory situation and a ne- 
gative answer one that is unsatisfactory. 
As far as possible the questions should 
be designed so as to require thought 
about the possibilities involved before 
an answer can be given. A questionnaire 
that can be answered throughout by a 
mechanical yes or no is unlikely to lead 
to the best assessment of a situation. 

In the case of smaller businesses it is 
usually possible to obtain nearly all of 
the answers required by an integral 
control questionnaire at the start of the 
audit work. In larger businesses this may 
not be practicable, and it may be 
necessary to complete each section as 
the auditor’s work brings him to it. In 
either event, the auditor must remember 
that he has to satisfy himself about the 
routine operated, not only by careful 
enquiry, but also by inspection and test 
of records and, where appropriate, by 
actual observation of procedures. It is 
not enough to accept a mere explanation 
of the routine that is meant to be 
followed. Knowledge gained by enquiry 
should be substantiated by other means as 
the audit progresses. The auditor should 
also remember that he is concerned with 
the system or routine operated at the 
time covered by his audit, and that by 
the time he actually starts his work 
changes may have taken place. 


Assessment of internal control 

The making of a proper review and 
assessment of the effectiveness, or other- 
wise, of a system of internal control calls 
for the exercise of a nice degree of 
intelligence, common sense and judg- 
ment on the part of the auditor. To do 
so he must find out exactly what the 
system of internal control is, so far as 
it affects accounting matters, and must 
judge whether the system is effective in 


design and whether it is working proper- 
ly in fact. This means that he must 
decide whether the records are adequate 
and the employees, particularly those in 
supervisory capacities, competent; must 
weigh the effects of any deficiencies in 
the system; and make tests to see 
whether the prescribed procedures are in 
fact carried out and whether errors, 
irregularities and other discrepancies 
brought to light by the working of the 
system are properly followed up. He 
should consider whether the duties and 
responsibilities of different departments, 
as well as those of officers and other 
employees, are clearly defined; whether 
officers and employees are required to 
take annual holidays; and whether dan- 
ger may be lurking in a situation where 
executives are also executives of other 
concerns, and where employees or 
executives related to each other are in 
key positions. He should realise that 
if the records are not properly designed 
to meet the needs of the business and 
fail to provide essential information 
readily, or if they are kept in a slovenly 
fashion, there will be opportunities for 
errors and manipulation; and that if the 
bulk of the work of a department is done 
by clerks who are apparently underpaid, 
incompetent or uninterested, the chances 
of irregularity increase. 

In making his assessment of the 
effectiveness of a system of internal 
control the auditor should not think too 
narrowly. He must look beyond the 
immediate confines of any given matter. 
For example, when confronted with a 
situation that is apparently unsatis- 
factory, the auditor should consider not 
only the likelihood of irregularities or 
errors being committed, but also the 
possibility that alternative controls may 
be operating. The fact that a person who 
prepares sales invoices has access to cash 
in the form of incoming collections need 
cause no great concern if such collections 
have been prelisted for control purposes 
and there is adequate independent 
accounting for sales invoices. 


Internal control in small businesses 

As the size of a business increases, so 
does the need for a system of internal 
control. The smaller a business the less 
the opportunity for establishing a 
formal system of control, and the 
greater likelihood there is that a more 
detailed audit will be necessary. But this 
does not mean that there are no effective 
forms of control that can operate in 
small businesses. In even the smallest 
business there is some opportunity of 
control and often it can be highly 
effective. 
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A formal system of internal control is 
not something that is created merely for 
its own sake and to satisfy a pedantic 
whim. It exists to serve a practical need; 
to fill the gap that appears when the size 
of a business makes personal super- 
vision ineffective or impracticable. When 
close personal supervision is no longer 
possible a system of internal control is 
needed to enable management to rely on 
the data that is put before it. It is a 
substitute for a less formal, but not 
always less effective, type of control. In 
a small business it may not be possible 
to set up an elaborate system of internal 
check on employees, but it may not be 
necessary either. Internal check is only 
a part of the wider system of internal 
control. Absence of internal check on 
employees need not matter if adequate 
control is secured through personal 
supervision by a proprietor. 

The auditor’s main problem in a small 
business is usually not so much the lack 
of control exercised over employees in 
the discharge of their duties, as the free- 
dom of the proprietor to do what he 
likes with his business assets. When a 
business is large enough to permit a 
formal system of control, this system, if 
it is a good one, inevitably restricts the 
proprietor’s ability to deal with the 
assets single-handed. Where there is no 
control over the proprietor the auditor 
will always be faced with the problem of 
how to satisfy himself about matters 
dealt with by the proprietor, and this 
will normally entail a more detailed 
audit. But although he has to do a more 
detailed audit in order to cover these 
matters which are not subjected to 
control, the auditor should not lose 
sight of others which may be effectively 
controlled and should plan his work 
accordingly. 

In small concerns the close personal 
supervision that is normally given by 
proprietors to, and their intimate know- 
ledge of, every aspect of their businesses 
are factors that can make for effective 
control. The proprietor of a small busi- 
ness usually does, and indeed ought to, 
receive and open the incoming post; he 
will usually be the one who approves all 
payments to creditors and signs the 
relative cheques. He will sign the wages 
cheque and ought to know exactly who 
is on his payroll and what wages they 
should be getting. He will know who his 
customers are and will keep a close 
watch on the collection of debts, himself 
approving all that are written off as bad. 
A cash register, and his own exact 
knowledge of his profit margins, can 
give him a good control over his cash 
takings. When all this is considered it 
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can readily be seen that personal control 
by a proprietor in a small business can 
be a good substitute for an elaborate 
system of internal control over em- 
ployees in a large one. The type of 
business where lack of control is likely 
to be much more of a problem is the one 
which, though still relatively small, has 
reached a size where close personal 
supervision by the proprietor over all of 
its aspects is no longer possible. The 
chief obstacle to a system of internal 
control in cases of this sort often lies in 
the unwillingness, or inability, of the 
proprietor to understand the need for 
such control and the benefits that can be 
obtained from it. He may be unwilling 
to take the risk of offending his em- 
ployees, particularly those with long 
service, by instituting controls over them. 
It may be hard to convince a proprietor 
of this sort that internal control pro- 
cedures need not be excessively costly in 
relation to the benefits they can bring. 


Weaknesses in internal control 

When the auditor finds that control is 
inadequate in an important section of a 
business—whether because the pres- 
cribed routines are not properly carried 
out by the client’s staff or because of 
inherent weakness in the system—he 
will have to decide for himself whether, 
and if so where, to extend his examina- 
tion and tests and what, if any, additional 
audit procedures he should adopt. Just 
how far his procedures should be 
extended or reinforced must depend on 
the circumstances of the particular case 
and be a matter for his own judgment. 
Because control is weak it does not 
necessarily follow that a lot more de- 
tailed checking of transactions and 
balances is required. In such cases, 
including those where because of small 
size effective internal check cannot be 
established, it may be possible to 
eliminate a good deal of detailed check- 
ing by first applying the procedure of 
making a close comparison of balance 
sheet or profit and loss account items 
that should be comparable—such as 
gross profit margins, rates of stock 
turnover, amount of sales represented 
by debtors and purchases represented by 
creditors, variations in different types of 
expense having regard to whether they 
are variable, semi-variable or fixed in 
nature, and so on—and getting from this 
comparison a lead to the matters which 
may require more detailed investigation. 
The point is that there is no formula 
which can be applied to produce an 
answer that will tell the auditor exactly 
and precisely what to do in all and any 


circumstances. Auditing requires an 
empirical approach. 

Management has a right to expect that 
an auditor will report to it on any 
weak points he finds in a system of 
internal control. Where the weakness 
discovered is slight, or the section of the 
business affected by it of minor im- 
portance, it is unlikely that the auditor 
will have to take further notice of it 
when expressing his opinion on the 
accounts as a whole. Where, however, 
the weakness is serious, or the section 
affected of material importance, the 
auditor must take such further steps as 
are necessary to satisfy himself before he 
expresses an opinion on the accounts. 

The reporting of weaknesses to man- 
agement can never relieve the auditor of 
his first duty to satisfy himself that the 
balance sheet and profit and loss account 
give a true and fair view. If he finds 
weakness in internal control and, even 
after extending and reinforcing his tests 
and procedures, is unable to satisfy 
himself, he must qualify his opinion; or 
even, in an extreme case, report that he 
is unable to express an opinion. 

It will not normally be necessary to 
report minor weaknesses in internal 
control formally to the management in 
writing. To do so would give them undue 
weight. But where the weaknesses are 
serious it is best to report them in 
writing by letter or memorandum. 
Whether reports are made formally in 
writing, or informally by word of 
mouth, the auditor should keep a note 
of them among his papers and should 
follow them up on the occasion of his 
next audit. It is not enough to report 
weaknesses and assume that they will 
then be cured. 

Where a formal report is made on 
weaknesses in internal control, it will 
often be appropriate to address it to the 
chief accountant, secretary or other 
person who may be principally respon- 
sible for the accounting of the client. 
There may, however, be occasions when 
the nature or extent of the deficiencies in 
the system, or the possibilities of collu- 
sion at high levels, warrant the report 
being addressed to someone else, such as 
the chairman or managing director. 

It is perhaps hardly necessary to add 
that any comments which an auditor 
makes in a report on deficiencies of 
control should not be irreconcilable with 
the report he makes on the accounts as 
auditor. The comments made in one 
report should not cast doubt on the 
reasonableness of the opinion expressed 
in the other. 

Managements may, and frequently do, 
seek the advice of their auditors as to the 
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means of safeguarding their assets, and 
the system and design of their account- 
ing records. Not less often the auditor 
may find it necessary to offer advice on 
these matters on his own initiative. But 
although the auditor can and should 
advise on this, it must be remembered 
that the responsibility for ensuring that 
the assets of a business are properly 
safeguarded, and that the books and 
records provide a reliable basis for pro- 
ducing accounts that will give a true and 
fair view, is inescapably placed on the 
management. In meeting this respon- 
sibility, management is bound to give 
greater weight to its own needs than to 
the auditor’s requirements. Manage- 
ment’s needs and the auditor’s require- 
ments are not necessarily in conflict; 
but, if and when they are, those of 
management must prevail. A system of 
accounts that is not ideal from the 
auditor’s point of view, and which does 
not make his job as easy as possible, 
may nevertheless be suitable for the 
particular needs of a business. 


Audit procedures generally 

The remarks on audit procedures which 
follow are couched in general, rather 
than particular, terms. As was said at the 
beginning of this paper, I have no wish 
to try to usurp the textbook’s function 
by going into a lot of detail. 

I have already stressed that the auditor 
should start his work by enquiring into 
and assessing the system of internal 
control. This is by far the most impor- 
tant of all the procedures he can apply. 
All his other procedures and tests should 
hinge upon, and be subsidiary to, it. 
Unless the auditor knows clearly what 
management does to safeguard the 
assets of a business and ensure the 
accuracy and reliability of its accounting 
records; unless he continually brings 
that knowledge up to date; and unless 
tests of the books and records are made 
in order to establish that the routines 
prescribed by the system are being 
properly complied with, he cannot 
expect to do his work economically. 
Failure to appreciate this properly is the 
reason why too many auditors presently 
indulge in too great a volume of detailed 
checking. On the other hand, if an 
auditor approaches his work by first 
enquiring into and testing the system of 
internal control, and finds it to be both 
satisfactory in design and applied in 
fact, he will then be able to accept the 
results produced by it without having 
had to verify many of the underlying 
transactions and year-end balances. 

It will perhaps always be regarded as 
necessary to verify in detail certain types 
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of year-end balances—such as securities 
and bank balances—which are more 
than usually vulnerable to manipulation. 
But for many assets and liabilities such 
verification is not essential. Provided his 
tests show that the system of control is 
adequate and is effectively complied 
with, the auditor will be justified in 
accepting, not only the record of day-to- 
day transactions, but also the year-end 
balances shown by the books. This is not 
to say that verification of balances, 
whether at the year end or at some other 
date, is never needed. What it does mean 
is that, where verification of a balance 
is made, it should be seen in its true 
perspective as a test of the system of 
internal control; it is not just verifica- 
tion or checking done simply for its own 
sake. 

Unless the auditor bases his detailed 
checks and verifications on an assess- 
ment of the system of internal control, 
then either their extent will be excessive 
or their effectiveness a matter of chance, 
or both. He should always be conscious 
of the significance of his detailed pro- 
cedures in relation to internal control. 
For example, when making a test of cash 
payments, it is not just a question of 
seeing that the payments selected for test 
are supported by related vouchers. The 
auditors should also consider the 
vouchers themselves; the circumstances 
surrounding their existence and what 
the system provides in the way of con- 
trols that ought to operate before an 
invoice, statement or other voucher can 
ever reach the point of being paid. He 
should look at the vouchers he examines 
not just as pieces of evidence showing 
that given payments have been made to 
various people, but to see to what extent 
they help him to establish whether or 
not the controls provided by the system 
have operated over the payments he has 
selected for test. This may all appear to 
be a mere statement of the obvious. It is 
nevertheless worth stating, for if the 
auditor looks on his procedures in this 
light—as tests of the working of the 
system of internal control—he will 
usually find that, if the system is being 
complied with in practice, he can satisfy 
himself of this with much less extensive 
tests than he would be likely to make if 
he merely decided to apply certain tests 
haphazard without considering their full 
significance. 

The exact nature of the audit proce- 
dures and the extent to which they will 
have to be applied in any particular case 
will depend on the auditor’s judgment. 
In exercising his judgment the auditor 
must take reasonable care. That is to 
say, in deciding the nature and extent of 


his audit procedures and tests, he must 
have regard to all the relevant circum- 
stances of the case; and his decision must 
be one which a man, possessed of his 
special qualifications and exercising 
reasonable care and skill, could properly 
be expected to take. 

I have already said that the mere fact 
that internal control is weak, or even 
non-existent, at a particular point in an 
organisation does not by itself mean that 
increased detailed checking will have to 
be done by the auditor. Nor will it 
necessarily follow that he will have to 
apply additional procedures. Whether 
such weak points need further investiga- 
tion will depend on the degree of relative 
risk involved and the possibility of the 
truth and fairness of the balance sheet 
and profit and loss account being 
affected. To take a simple example, it 
would clearly be a waste of time to make 
extensive tests on a petty cash fund over 
which control was defective if the 
amount involved was obviously im- 
material, and a shortage in, or misappro- 
priation of, the fund could not possibly 
affect the true and fair view of the 
accounts. In such a case a reporting of 
the weakness to the management, rather 
than the making of a detailed investiga- 
tion, is the action that the auditor should 
take. 

I would be among the last to under- 
state the value that can be got from audit 
programmes. Nevertheless, they have 
dangers that must be guarded against. 
They can induce in the auditor an ap- 
proach to his work that is dull and 
mechanical where it ought to be alert 
and thoughtful. There is always the 
temptation to follow a programme 
blindly from one year to another without 
enquiring whether it is still appropriate 
to the job. I have already stressed that 
the audit tests that are applied ought to 
depend on the assessment that is made 
of the system of internal control; and 
that this assessment should be made on 
the occasion of each annual audit. They 
should not be governed solely by what is 
written in last year’s programme. If 
only for this reason it is vital to link the 
internal control questionnaire directly 
with the audit programme. 

In many cases, particularly where the 
size of the job is small, the auditor will 
often do some accountancy work in 
addition to his audit. The amount of 
this work will naturally vary with the 
circumstances. It may go as far as writing 
up all the books of account; it may 
amount to much less than this. When a 
job involves a substantial amount of 
accountancy work the auditor is tempted 
to forget that the fact that he or his 
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staff have written up all, or a material 
part, of the books of account does not 
relieve him of the need to audit them. 
When making entries in books the 
auditor is not automatically auditing 
them at the same time. He may be doing 
so, but not inevitably. The mere writing 
up of books by the auditor does not 
give them a guarantee of infallibility. He 
should look at books that have been 
written up by himself or his staff in the 
same dispassionate light as he does 
books and accounts that are presented 
to him by a client completely ready for 
audit. 

It is usually possible, when reviewing 
the work done at an audit, to get a good 
idea as to the efficiency with which it has 
been carried out from the state of the 
audit working papers. If these form a 
coherent whole and contain schedules 
which are clearly and intelligently laid 
out so as to bring to light the salient 
points, it at least suggests that the audit 
itself has been made in an intelligent 
manner. Apart from a few schedules, 
such as those dealing with taxation 
provisions, it would be impracticable, in 
my view, to try to standardise audit 
schedules. The work done at any audit 
must depend on the circumstances, and 
so also will the design and number of the 
schedules that are produced. Neatness 
and a pleasing appearance are not, of 
course, conclusive. Audit schedules are 
not ends in themselves, and they only 
serve a useful purpose if they are a 
positive help in considering the matters 
they deal with. The clerk who produces 
immaculately written schedules, a delight 
to the eye, but also meaningless or 
unnecessary, can be as great a menace as 
the one who produces none at all. 

The problems posed by mechanised 
accounting systems and by electronic 
data processing are viewed by some 
auditors with alarm or misgiving, at any 
rate at first sight. This apprehension is a 
natural reaction of the human mind 
when confronted with something un- 
familiar. There is, however, no need for 
it, no matter how unmechanical the 
auditor’s cast of mind may be. The ob- 
ject of an audit, and the principles under- 
lying the auditing procedures to be 
applied, do not change; they are not 
affected by whether the accounting 
devices of a business stop short at a piece 
of wood with a spike on it for filing 
invoices, or whether they extend so far 
as to include a computer, complete with 


-console, flashing coloured lights and 


magnetic tape. No matter what machines 
may be used, there still has to be the 
original data to produce the final answer. 
With machines a large degree of human 
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error is eliminated, and to that extent 
the auditor’s problem of deciding how 
well the original data is controlled so as 
to ensure that a correct final answer will 
be given is made easier. Provided the 
auditor makes himself thoroughly 
familiar with the system, mechanised 
accounts and computers should hold no 
more terrors for him than does an 
entirely manual system of accounts. 


Stocks and work in progress 

It has long been recognised that the 
difficulties presented by stock—and in 
this context the word should be under- 
stood to include work in progress—are 
among the greatest of those that confront 
an auditor. To other current assets and 
liabilities he has little real difficulty in 
applying procedures and tests which will 
give him a high degree of reassurance 
that they are truly and fairly stated in a 
balance sheet. To feel similarly confident 
about stock is not so easy for him. The 
fact that he often has not, and cannot be 
expected to have, the special skills and 
experience necessary to make by himself 
an accurate appraisal of it puts him at a 
disadvantage. But the difficulties with 
which the auditor is confronted do not 
excuse him if he throws in his hand and 
makes no proper attempt to satisfy him- 
self as to the existence, ownership and 
value of this asset. 

The passage in Lord Justice Lindley’s 
judgment in the Kingston Cotton Mill 
case, in which he said: 

It is no part of an auditor’s duty to 
take stock. No one contends that it is. 
He must rely on other people for details 
of the stock-in-trade 

has for many years had an unfortunate 
and stifling effect on the development of 
the profession’s work. When the judg- 
ment was delivered in 1896 the profes- 
sion seems to have gratefully seized on it 
as providing auditors with a heaven-sent 
let-out from almost all responsibility in 
connection with stock. Over the years 
since 1896 there has been a big advance 
from this old extreme position, certainly; 
but even now there are auditors—and 
one would be too many—who are 
content to give unqualified reports on 
accounts when they have made no 
enquiries about stock beyond obtaining a 
certificate from the managing director, 
proprietor or similar person. My own 
experience is that those who today adopt 
such an ostrich-like attitude towards 
stock are usually also those who will 
happily spend wasteful hours ticking up 
every entry in the petty cash-book and 
chasing up shortages of a few shillings 
with all the misguided zeal of an Inspec- 
tor Lestrade. 


Best practice in regard to stock has, of 
course, now reached a point so far 
beyond the Kingston Cotton Mill case 
that an auditor who chose to defend an 
action by relying only on the dicta of 
Lord Justice Lindley for his salvation 
would almost certainly end up a wiser, 
but sadder and poorer, man. An auditor 
who is content to accept a stock certifi- 
cate and do no more than subject stock 
sheets to arithmetical tests of casts and 
extensions cannot truly claim to be 
doing a proper audit. The approach to 
stock should be the same as that applied 
to any other asset. 

In order to be reasonably satisfied as 
to the existence, ownership and value of 
stock the auditor should apply his 
procedures with the aim of establishing: 


(a) what system or measures are adopted 
by the management to ensure that the 
stock sheets or other stock records include 
all stock, wherever located, which is the 
property of the business and ought to be 
included, and exclude any that should not 
be included; 

(6) whether these measures are adequate 
in the circumstances, and what evidence 
there is, direct or indirect, to confirm 
that they have been faithfully carried out; 
(c) what is the basis adopted for computing 
the value placed on stock and whether it 
is fair and reasonable and consistent. 


When considering whether the mea- 
sures adopted by management will pro- 
duce a reliable record of physical 
quantities it is not enough to see merely 
that these provide that all stock on the 
premises is counted, listed and entered in 
the stock sheets or other records: there 
are further considerations. The auditor 
should examine the link between stock 
and other accounting records. He should 
judge whether the system provides for 
the proper treatment of goods received 
for which invoices are not yet to hand, 
and conversely; for goods sold and 
invoiced to customers but not yet 
dispatched, and the reverse; whether 
stocks held on consignment, or other- 
wise on behalf of third parties, are 
excluded from the inventory and 
whether stocks owned by the business 
but held by third parties are included in 
it. If the quantities of stock are arrived 
at by means of a physical count he 
shou see what steps are taken to ensure 
that nothing is included more than once 
by reason of stock moving from one 
place to another during the period of the 
count, and how damaged, obsolete or 
sub-standard items are dealt with. He 
should remember that while the presence 
on the ground of stock is evidence that it 
actually exists, it is not conclusive evi- 
dence as to its ownership; and that 


absence of stock from the premises is 
also not conclusive evidence that it 
neither exists nor is owned by the 
business. 

The degree of difficulty which the 
auditor will meet in his work on stock 
will naturally be related to the adequacy 
or inadequacy of the stock records. 
Where the system of internal control 
comprises adequate records, and these 
are in fact well kept, the auditor should 
not have undue difficulty in satisfying 
himself as to its existence and owner- 
ship. But where records are inadequate it 
is often very difficult, if not impossible, 
for the auditor to be reasonably satisfied 
as to the physical quantities of stock 
unless he attends at and observes—by 
himself or through his representatives— 
physical stocktaking. 

The procedure of attending at and 
observing physical stocktaking is often 
misunderstood. It is not yet in wide use 
in the United Kingdom, but nevertheless 
it is a procedure that is gaining ground 
and one which, in my view, is likely to be 
generally accepted as best practice in the 
next ten years or so. One can envisage 
cases where, because of the excellence of 
the records kept, attendance by the 
auditor at stocktaking each year might 
never be necessary. But in the majority 
of cases I think that attendance at and 
observation of physical stocktaking by 
the auditor will more and more become 
the rule in the future. It is therefore 
important that the auditor’s purpose in 
applying this procedure be clearly 
understood. 

As with any other audit procedure, 
attendance at and observation of physi- 
cal stocktaking should be regarded 
primarily as a test of the system of 
internal control. The physical and 
accounting controls necessary for stock 
are, like all other controls, the responsi- 
bility of management. Physical stock- 
taking—whether done once a year or by 
perpetual inventory—is just one control 
in the wider system relating to stock. 
Nevertheless it is an important control 
and, in some smaller businesses, perhaps 
the only one. This is the reason why 
physical stocktaking should receive 
particular attention from the auditor. 
The auditor must reasonably satisfy 
himself, not only as to the value placed 
on stock, but also as to the accuracy of 
its quantity and condition. This does not 
mean that the auditor has to “take” 
stock or “supervise” physical stock- 
taking; this is done by his client’s 
organisation. The auditor’s purpose in 
attending at physical stocktaking is to 
inform himself, by observation and 
enquiry, of the effectiveness of the 
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methods of stocktaking and the extent 
to which he may reasonably rely on his 
client’s stock records, including stock 
sheets, as to the quantities and condition 
of the asset. 

If he is to apply the procedure of 
attendance at and observation of physi- 
cal stocktaking effectively the auditor 
must first inform himself fully of the 
measures that his client is going to 
adopt in this matter and decide whether 
they appear to be satisfactory or not. 
When he attends, in addition to observ- 
ing stocktaking generally so as to deter- 
mine whether the work is being carried 
out properly and in accordance with his 
client’s instructions, the auditor will call 
for some specific counts or recounts to 
be made under his immediate gaze, or he 
may make some counts himself. In 
making or requiring these physical tests 
to be made he is not, and does not 
pretend to be, taking stock. He is doing 
no more than making such tests as, in his 
own discretion, he thinks necessary to 
satisfy himself that the stocktaking 
routine is in fact sound and its results 
reliable. As with all his other procedures, 
the precise tests made, and their extent, 
will depend on the particular circum- 
stances of the case. 

When perpetual stock records are 
maintained, and physical counts of 
individual items are made from time to 


time so that the quantity of each item on - 


hand is compared with the related stock 
record at least once in each year, the 
auditor may call for physical tests of 
stocks to be made under his observation 
at any date or dates selected by him, in 
order to satisfy himself as to the accuracy 
of the perpetual stock records and the 
reliance that may be placed on them as 
evidence supporting the stock shown in 
the balance sheet. 

For stock which in the ordinary 
course of business is in the hands of 
third parties, direct confirmation in 
writing from these custodians will 
normally be acceptable. But when the 
amount of such stock is a significant 
proportion of the current assets, or total 
assets, additional enquiries should be 
made to satisfy the auditor regarding 
the bona fides of the situation. 

By adopting the procedure of atten- 
dance at and observation of physical 
stocktaking the auditor does not escape 
the need to make other tests on stock. 
This procedure, important and useful 
though it is, is only one of those that the 
auditor can apply. Except in so far as it 
enables him to see for himself what steps 
are taken to segregate damaged, sub- 
standard, obsolete or redundant items, 
it will not be of direct help to him in 


considering the value placed on the 
asset. 

The value that is placed on stock is of 
no less concern to the auditor than are 
its physical existence and ownership. 
The details of the basis used to arrive at 
this amount can be expected to differ 
between one type of business and 
another, but the underlying principles 
should be constant. These require that— 
except in special cases where it is the 
established custom to do otherwise—the 
amount at which stock is stated should 
be based on the lower of cost and 
realisable value or on the lowest of cost, 
realisable value and replacement price. 
The basis used should be appropriate to 
the business and should be consistently 
applied from one period to another. 
These general principles are easily 
stated ; their practical application is more 
difficult. 

There are several methods which can 
be used to calculate the cost of stock, 
without departing from the definition of 
the cost of acquiring raw materials 
together with the expenditure incurred 
in bringing them to the state and location 
they are in at the balance sheet date. Unit 
cost, average cost, first in first out, 
standard cost and other methods are all 
in wide use and all have their merits. 
Where work in progress and finished 
stocks are concerned the extent to which 
overhead expenditure is, or is not, 
included will often vary. Which precise 
methods of calculating the cost of stock 
are “more equal than others” will 
depend on particular circumstances. 

The fact that there are different 
methods of calculating the cost of stock, 
any of which may produce a different 
answer, should not, in my view, worry 
the auditor too much; nor should the 
fact that there may be a choice open 
between realisable value and replace- 
ment price when it is necessary to reduce 
stock to a figure that is below its cost. 
The auditor is concerned, not so much 
with the relative merits in theory of one 
method against another, as with the 
practical effect of whatever method is 
actually used. If, in the case before him, 
the method that has been applied gives a 
fair and reasonable result, he need not 
concern himself greatly with the results 
that would have been produced by 
others. What he has to do is to satisfy 
himself that the method used is one that 
is suited to the business, produces a fair 
result and does not materially distort the 
true trend of profits or the financial 
position shown by the accounts. Con- 
sistency in the basis applied can be more 
important than exact theoretical ex- 
cellence. 
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Conclusion 

An accountant in practice exists to give 
service. He does not possess an inalien- 
able right to receive fees year by year 
from his clients. Only if he provides good 
service can he expect to find his clients 
prepared to employ him. So far as audits 
are concerned a client may welcome this 
service, or he may regard it as an unfor- 
tunate necessity. Whichever his attitude, 
the client will want the service provided 
in the most economical manner that is 
possible and compatible with good 
quality of work. An auditor can only 
hope to act both efficiently and econo- 
mically if he approaches his work in an 
intelligent manner and with a proper 
understanding of the purpose of what he 
is doing. If his approach is mechanical 
and unthinking, his work will either be 
excessive in detail or directed to the 
wrong end, and probably both. If, on 
the other hand, he gives proper thought 
to what he is doing, he will be able to 
eliminate much tedious detailed check- 
ing and at the same time give service of 
higher quality that can earn the respect 
of his client. 


What I have said in this paper can 
perhaps be summed up quite shortly. 
Difficult though it may be not to do so 
at times, an auditor should never ap- 
proach his work as just another piece of 
routine. In doing an audit he must think 
all the time; must realise exactly what he 
is trying to do, and just how the par- 
ticular procedures that he applies fit in 
to help him attain his purpose. He can- 
not expect to select the proper proce- 
dures, and apply them effectively, unless 
he has first correctly defined and 
analysed the problem he is facing. I 
have given it as my opinion that too 
many auditors at present indulge in too 
much detailed checking of books and 
records. This does not mean that all 
detailed checking is unnecessary. Some 
will always have to be done, and its 
extent will depend on the circumstances 
of the particular case. It should however 
be limited to the minimum necessary. It 
does not follow that, by cutting out 
unnecessary detail, auditors can make 
their work easier. It will always be 
harder to work intelligently than to 
work by rote. The degree of skill and 
competence shown by individual 
auditors will never be uniform, but if 
they approach their work with a clear 
understanding of its purpose and the 
way in which that purpose can best be 
attained, all of them can contribute to a 
general improvement in auditing stan- 
dards. None, I hope, will deny that there 
is room for such an improvement. 
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(a fully synchronised unit system) 


flexible, fast 


and expandable 


Basic Elements Basic Speeds 

*Card Reader 300 cards per min. 
*Card Reader/Punch 300 cards per min. 
* Arithmetic Unit (x + -+-—) 300 cycles per min. 
*Printer 300 lines per min. 


*Programme Unit 


All the elements arelinked through 
the programme unit which co- 
ordinates the whole system and 
enables parallel processing of 
data. 

Input/output speeds may be 
doubled by the addition of further 
units. 


A second programme unit can be 
attached, increasing programme 
possibilities and enabling even 
further expansion of input/output 
units. 

The 300 DP Series will expand 
into an electronic system with the 
incorporation of one or more of 
the following units, as required : 


*Gamma 300 Computer 
*Magnetic Drum Extension 
*Multi-Selector 

and Magnetic Tape Units 


The Gamma 300 Computer with 
Drum will bring to the system the 
advantages of even faster arith- 
metic units, together with storage 
of up to 200,000 decimal digits. 
Should greater capacity be needed 
up to eight magnetic tape units 
can be added. 

An integrated system is main- 
tained with the addition of each 
unit to suit requirements. Here 
then is Data Processing Equip- 
ment with the widest possible 
range of expansion which will be 
an asset to every organisation 
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ACCOUNTING MACHINE. 


Monroe President brings together for the first time many vital 
trends in accounting machine development 


STAND No. 39 
Business Efficiency 
Exhibition 
Olympia 3-12 Oct. 


Advanced Technical 


The incorporation in one compact instrument of so many advanced 
features has resulted in an accounting tool of unparalleled versatility. 
Yet these features are so well integrated that operators can be 
trained in a shorter time than ever before, and performance stan- 
dards are exceptionally high. The planned versatility and automatic 
accuracy of the President enable it to take over a wide range of 
accounting procedures from far more expensive machines, and to 
perform them faster and more economically. 


Open flexible keyboard - operating bar governs all types of operation as required by 
the programme - reverse bar instantly corrects errors - automatic flexible dating 
keyboard and rotary « automatic carriage opening and closing - true credit and debit 
balances - side-by-side posting feature for dual jobs - 8 to the inch characters - 
subtract figures in red with a minus sign - automatic totals and subtotals by 
programme - fast, smooth, front feed and positive, easy, journal feed, with automatic 
stop to indicate end of sheet or roll - countrywide sales and service. 


Features Bring Monroe-Accuracy To Every Accounting System 


MONROE CALCULATING MACHINE COMPANY LIMITED 
Bush House, Aldwych, London, W.C.2. COVent Garden 0211 
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Taxation 


Income Tax and Profits Tax— 
Penalties and Assessments 


THE NEW PROVISIONS relating to penalties and recovery of Jncome Tax Act, 1952 


tax are contained in Part III, Finance Act, 1960, Sections Section 24 (1), the 
44 to 63 (nineteen Sections instead of the prev:ous fifty- cnet” 
nine!). These provisions will be applied in any case, Section 25 (3), (4), (5) 
whether liability is incurred in respect of a year of assess- and (6) 
ment or chargeable accounting period ending before or Section 26 (2) 
after July 29, 1960, unless proceedings have been com- sg. 995), the 
menced before July 29, 1960. The principle behind the — words from “and 
new Sections is that the taxpayer’s liability will be based paragraph 4” to end 
on the difference between what he ought to have paid if he of sub-Section 
had returned all his income and the tax he paid on the Section 30 
return he did make. The opportunity has also been taken Section 31 (1), the 
to simplify the wording of the penalty Sections and to —_—_words from “and, ifa 
allow the Courts to fix, within the ceilings prescribed by person” to | 
the Act, the penalty. For reference purposes, the penalty continues 
provisions that have been revoked or partially repealed gi 39 3) 
are: 
The Iniand Revenue Brief survey of matters covered Sections 46 (2) (b) 
Regulation Act, 1890 J and 46 (2) () 
Section 21 Provided for institution of proceedings 
for recovery of fines, etc., by order of the Section 48 
Commissioners only. 
Section 22 Provided that fines, etc., may be sued for Section 49 
in High Court. 
Section 35 (2) Power of Treasury to remit fines, etc. Section 54 (3) 
Finance Act, 1937 
Para. 4, Pt. III, Penalties re returns for profits tax Section 55 
5th Schedule purposes. 
Finance Act, 1943 : Section 81 (3) 
8th Schedule, Sections The application of income tax penalties to 
107-140, I.T.A. 1918 profits tax. In so far as they relate to Section 90 
Excess Profits Levy and Excess Profits 
Tax they are retained. Section 91 (c) 
Income Tax Act, 1952 ; 
Section 18 Duty of persons chargeable to give Section 102 (3), (4) 
notice of chargeability. 


Section 19, the words Return by individual of previous year’s 
“true and correct” income from all sources. 

Section 20 (1), the Return of current year’s chargeable in- any such occupier” to 
words “true and come under the respective Schedules. end of sub-Section 
correct” Section 144 (2), the 


Section 116 (2), the 
words from “and if 


Section 22 (1) (a), the Delivery of lists by persons in receipt of words from “under 
words “true and taxable income belonging to others. the penalty” to end of 
correct”’ sub-Section 

Section 157 (5) 


Section 170 (3), the 
words from “and if” 
to end of sub-Section 
Section 203 (6), the 
words from “‘and, if 
that person”’ to end of 
sub-Section 


The second of a series of articles on the Finance 
Act, 1960. Next month—work in progress on 
discontinuance of professions and vocations; 
transactions between companies, etc. 


Brief survey of matters covered 
Returns as to annual value of land. 


Sub-Sections covering neglect or refusal 
to render a true and correct return. 
Neglect or refusal to make returns by 
person coming to reside in a division. 
The application of 6th Schedule, Income 
Tax Act, 1952, to Section on provision of 
information as to interest paid or credited 
without deduction of tax. 

Application of Section 25 on penalties to 
Sections 27, 28 or 29. 

Penalty where a person fails to comply 
with a notice served by the Commissioners 
of Inland Revenue to provide accounts 
and books of a trade, profession or 
vocation. 

Penalty sub-Section in respect of Schedule 
E returns of salaries, fees, wages, per- 
quisites, profits, pensions or stipends. 
The definition of supplementary assess- 
ments other than surcharges which have 
been retained. 

Penalty for fraudulent conversion of 
property or making fraudulent statements. 
Charge of treble tax where assessment 
increased. 

Penalty where default made under 
precept issued by General Commissioners. 
“Escape” clause under which person had 
power to amend statements or schedules. 
Penalty where person fails to provide 
details of rent paid and to whom. 
Penalty for false return of rents or failure 
to produce leases. 

Penalty on tenant in Scotland who does 
not produce lease, etc. 

Penalty for false claim for abatement of 
Schedule for loss by flood or tempest. 
Penalty in respect of returns of land for 
purposes of Schedule B. 


Penalty for default in supplying statement 
of partnership profits or gains. 


Penalty in respect of P.A.Y.E. relating to 
production of information and wages 
sheets. 

Penalty for failing to supply satisfactory 
return of payments not made out of 
profits or gains already taxed. 

Failure by owner of securities sold and 
purchased to supply information so as to 
determine whether there has been avoid- 
ance of tax. 
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Income Tax Act, 1952 
Section 230 


Section 231 (4), the 
words from “and if 
any person” to end of 
sub-Section 

Section 232 (2) 


Section 233 (4) 


Section 234 (3) 
Section 235 


Section 237 (6) 


Section 242 (4), the 
words from “‘and 
sub-Sections 3 to 5” 

_ to end of sub-Section 


Section 250 (2), (4), 
the words from “‘and 
if any persons” to end 
of sub-Section, and 
250 (5), the words 
from “and if” to 
“continues” 

Section 264 (2) 


Section 341 (4) 


Section 355 (1), the 
words “‘and the 
penalties for failure to 
deliver a statement of 
profits or gains” 

355 (2), the words 
from “and the provi- 
sions”’ to end of sub- 
Section 

Section - 56 (1) (a), 
the words “‘and the 
penalties for failure 
to make a return” 


Section 358 (5), the 
words from “and the 
provisions” to end of 
sub-Section 

Section 390 (5), the 
words following 


paragraph (5) 


Section 402, the 
words from “‘and if” 
to end of Section 


Section 410 (1), the 
words from “and if” 
to end of sub-Section 
and 410 (2), the words 


p e ce ding “<7 any” 
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Brief survey of matters covered 


Duty of individuals chargeable to surtax 
to notify the Special Commissioners. 
Penalty for failure to make return of 
total income for surtax purposes. 


Failure to supply additional particulars 
of sources, and amount arising from each 
source, for purposes of surtax. 

Penalty where body corporate fails to 
supply details of entries in register of 
shareholders. 

Special Commissioners’ power to obtain 
information as to income from securities. 
Penalties for fraudulent practices whereby 
person avoids assessment or charge to 
surtax. 

Failure to supply information required in 
connection with the provisions for 
preventing avoidance of surtax by sales 
cum dividend. 

Penalty chargeable on a person making 
and failing to report to the Inland 
Revenue a payment in respect of certain 
restrictive payments (the “Sir Leonard 
Lord” payments). 

Failure to supply statement of actual 
income and names and addresses of 
members or beneficial owners of shares, 
and details of holdings of bearer shares, 
in a company under the control of five or 
fewer persons. 


Failure by an investment company under 
the control of five or fewer persons to 
supply further information requested by 
Special Commissioners. 

Penalty for fraudulent claim in respect of 
losses to be set off against total income of 
year of loss. 

Penalties relating to the returns and 
statement of profits and gains required 
when separate assessments are claimed. 


The words provided that the same 
penalties should be incurred in respect of 
failing to make surtax returns where 
separate assessments were claimed as if 
husband and wife were not married. 
Similar to Section 356, except related to 
income tax returns and claims for relief. 


The application of Section 25 (see above) 
to failure to supply, within three months 
of the scheme coming into being, details 
of any retirement benefit scheme. 

The penalty chargeable on any party to a 
settlement on the settlor’s children who 
fails to supply the General or Special 
Commissioners with the details required 
by them. 

Similar penalty to that under Section 402, 
but relating to revocable settlements and 
settlements where settlor retains an 
interest. 


Income Tax Act, 1952 


Section 414 (1), the 
words from “and if” 
to end of sub-Section 
and 414 (2), the words 
preceding “if any” 
Section 416 (5), the 
words following 
paragraph (6) 


Section 422 (4), the 
words from “and if” 
to end of sub-Section 


Section 441 (4), the 
words from “‘and if” 
to end of sub-Section 


Section 499 
Section 500 (2) 


Section 502 


6th Schedule, 


paragraph 4 
8th Schedule, Part 


III, paragraph 6 


20th Schedule, 
paragraph 9, the 
words from “‘and the 
provisions” to end of 
paragraph 

Finance Act, 1957 


Section 34 (2) 


Finance Act, 1958 
Section 24 


Brief survey of matters covered 


Similar penalty to that under Section 402, 
but relating to transactions resulting in 
transfers of income to persons abroad. 


Failure by owner of securities to supply 
information required by Commissioners 
of Inland Revenue in respect of transfers 
of income from securities, although 
securities themselves are not sold or 
transferred. 

The penalty incurred by a legal personal 
representative or a residuary legatee for 
failing to supply to the General or Special 
Commissioners such information as they 
deemed necessary in respect of estates of 
deceased persons in the course of admini- 
stration. 

The deletion of thé treble tax charge 
where a person makes a fraudulent or 
false claim for exemption by savings 
banks, friendly societies and trade unions 
in respect of any interest, annuities, 
dividends chargeable under Schedule C. 
The penalty of £100 is retained. 

The Section dealing with the procedure 
for recovery of fines and penalties. 

The right of the Treasury to mitigate or 
remit any fine or penalty before or after 
judgment. | 

The power of the Revenue to add penal- 
ties to assessments. 

The penalties chargeable where a person 
is guilty of fraud. 

The £100 penalty leviable on a person 
(other than the National Debt Com- 
missioners, Bank of England or Bank of 
Ireland) for failing to supply details of 
dividends payable out of public revenue 
of Northern Ireland, or foreign dividends. 
The application of Section 25 (see above) 
to claims by farmers in respect of the herd 
basis. 


Penalty where person failed to comply 
with regulations made by Commissioners 
of Inland Revenue in respect of Overseas 
Trade Corporations. 


The Section which was enacted to cover 
incorrect accounts submitted to the 
Revenue after August 1, 1958. Before this 
the Revenue had only a common law 
right in respect of fraudulent accounts 
(Rex v. Hudson, 36 T.C. 561). 


The new Sections have been divided into two parts— 
the first dealing with the coiiection of back tax and the 
second with the penalties. 


Collection of Back Tax 

In accordance with the existing rule, the Revenue can go 
back any number of years where fraud has occurred. 
In addition, in the case of neglect, where it appears from 
the course of conduct in the last six years for which 
assessments can be made that there has been conduct 
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before those six years leading to tax not being paid, the 
Revenue can reopen assessments and make fresh assess- 
ments for the six years preceding those six years. ““Neg- 
lect” means negligence or a failure to give any notice, 
make any return, statement or declaration, or produce or 
furnish any list, document or other information required 
by or under the Income Tax Acts. The taxpayer has the 
right to claim reliefs which he had not previously claimed 
in those twelve years if, and only if, the Revenue reopen 
the assessments. For years earlier than those twelve years 
the Revenue will be able to reopen the position if they 
can convince the General or Special Commissioners it is 
right to do so. 

These provisions are made to apply to partnerships by 
Section 52, which provides that a person who is involved 
as a partner in a default in the normal year can be taxed 
for an earlier year. If he is not at fault in the normal year, 
no assessment can be raised for an earlier year. 

The provisions of Section 47 (2) of the Income Tax Act, 
1952, have been retained in Section 53, Finance Act, 
1960, so that an assessment on the personal representa- 
tives of a deceased person who has failed through fraud, 
wilful default or neglect to pay the correct tax cannot be 
made for a year of assessment ending earlier than six 
years before his death and must be made before the end of 
the third year immediately following the year of death. 

Under Section 54, proceedings for recovering penalties 
must be taken within three years after the final determina- 
tion of the tax liability for any year, providing the assess- 
ment for that year is made not later than six years after 
the end of that year. 

The time limit for proceedings under Section 26, 
Finance Act, 1946 (relating to repayments of post-war 
credits), Section 505, Income Tax Act, 1952 (relating 
to false statements made to claim allowances, reductions, 
rebates or repayments of income tax) and Section 1, 
Income Tax (Repayment of Post War Credits) Act, 
1959, is now three years from the time the offence was 
committed. The monetary penalty in Section 27 (3) of 
the Magistrates’ Courts Act, 1952, and Section 40 of the 
Summary Jurisdiction (Scotland) Act, 1954, has been 
increased from £25 to £100. 

The proceedings to recover fines and penalties have 
been drastically altered by allowing the High Court to 
fix, within the ceilings provided by the Act, the penalty 
payable by the taxpayer. Proceedings will be com- 
menced only by order of the Commissioners of Inland 
Revenue, except that an Inspector may commence without 
approval before the General Commissioners (in Northern 
Ireland, the Special Commissioners) proceedings relating 
to the failure to deliver returns, etc., but if he does so the 
penalty will be restricted to £50 and £10 for each day 
failure continues. If proceedings are not commenced in 
the name of the Commissioners of Inland Revenue, they 
will be instituted in England and Wales in the name of the 
Attorney-General, in Scotland in the name of the Lord 
Advocate, or in Northern Ireland in that of the Attorney- 
General for Northern Ireland or some other person 
appointed by the Governor. From any proceedings before 
the Commissioners, an appeal lies to the High Court (in 
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Scotland, the Court of Session) by any party on a point 
of law, and by the defendant only against the amount of 
fine or penalty. The Court, having considered the facts, 
may confirm the amount of the fine, etc., or reduce it or 
increase it. Even though the amount of the penalty is 
fixed in the Act, the Commissioners or Court may give 
judgment for a smaller sum. 

Any tax repaid as a result of a person’s fraud, wilful 
default or neglect may be recovered under Schedule D, 
Case VI. 


Penalties 

Statutory effect has been given to the Revenue practice 
of requiring “commercial restitution” at the rate of 
3 per cent. per annum (simple interest). Section 58 pro- 
vides for interest at that rate from the due date to the date 
of payment on the tax lost due to the fraud, wilful default 
or neglect of any person. The due date is January 1 in any 
year of assessment—or, in the case of the earned income 
of sole traders and partnerships, January | and July 1. 
For the surtax liability for any year of assessment, the 
due date is the following January 1. To avoid dupli- 
cation, no interest under Section 495, Income Tax Act, 
1952, will be levied on unpaid tax to which this Section 
applies. The Commissioners of Inland Revenue can 
mitigate, or compound for, the amount due for interest. 


Section 45 

A penalty not exceeding £100 may be charged on any 
person who is chargeable to income tax for any year and 
who does not, within one year after the end of that year, 
give notice that he is chargeable to the Inspector or, in the 
case of surtax, to the Inspector or Special Commissioners. 


Section 46 

If a person fails to deliver any return, statement, declara- 
tion, list or other particulars required by notice or precept 
under the Sections listed in the first two columns below, 
or fails to furnish information, certificates or documents 
required under the Sections listed in the third column, the 
penalty will normally be a sum not exceeding £50 together 
with a further penalty not exceeding £10 for each day 
failure continues. If, however, failure continues after the 
end of the year following that in which the notice was 
served under the Sections listed in column 1, then the 
penalty of £50 becomes a sum not exceeding the aggre- 
gate of £50 and the total amount of tax chargeable on any 
income which ought to have been included in the return. 
Any amount over-deducted under P.A.Y.E. for any year 
may be used to reduce the tax chargeable and thus the 
aggregate sum. In computing the aggregate sum where 
penalties are leviable for more than one offence, any 
assessment taken into account for one penalty must be 
left out of the computation of the other penalties. 

Full relief is given against the above penalties, provided 
the person liable remedies the failure before proceedings 
for recovery are commenced. 

There is a proviso that, where a person is required to 
deliver a statement of the profits or gains chargeable 
under Schedule D or Schedule E and fails to do so, but is 
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in fact not chargeable to tax, the penalty for any one 
offence is only £5. Similarly, an employer who omits from 
a list of employees the name and address of a person 
exempt from tax will not be liable to any penalty. 


The Income Tax Act, 1952 


The Income Tax Act, 1952 
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The Sections referred to above are listed in the Sixth 
Schedule, Finance Act, 1960, as follows. Details} of 
matters covered are given only for those Sections not 
listed above: 


The Income Tax Act, 1952 


Section Section Section 
19 22 88 (2) (Production of leases in respect of 
20 23 (Lists of lodgers and inmates) premises) 


21 (Returns by persons acting for 24 


89 (1) (Details of annual rent under a 


incapacitated persons and non- 26 parole or devise) 
residents) 27 (Lists of employees required from 116 (2) 
144 employers) 170 (2) 
231 242 (4) 
355 (2) 31 390 (5) (a) 
356 (2) 54 Schedule 8, Part III, paragraph 1 (lists of 
358 (4) 81 (1) dividends payable out of public 
91 (a) revenue) 
91 (6) Regulations under Section 157 of the 
203 (6) Income Tax Act, 1952 (collection of 
232 P.A.Y.E.) 
233 (1) Regulations under Section 34 of the Finance 
234 (1) Act, 1957 
237 (1) This Act, Section 37 (7) (payments on 
237 (2) retirement or removal from office) 
250 (1) 
250 (4) 
250 (5) 
264 (1) 
390 (5) (6) 
402 
410 (1) 
414 (1) 
416 (5) 
422 (4) 
Schedule 20, paragraph 9 
This Act, Section 29 (Information required 
in respect of annuity avoidance 
legislation) 
Section 47 returns, etc., and the error was made neither negli- 


Persons who fraudulently or negligently deliver any 
incorrect return or statement required under the Sections 
listed in the first column above; or make any incorrect 
return, etc., in connection with any claim for any 
allowance, deduction or relief; or submit incorrect ac- 
counts will be liable to a penalty not exceeding: 

(a) In the case of fraud, the aggregate of £50 and twice 
the difference between the amount payable if correct 
returns had been submitted and the amount paid 
(including sums deducted at source) for the year in which 
the return, etc., was submitted, the next following year 
and any preceding year. 

(b) In any other case, the aggregate of £50 and the 
amount of the difference between the amount which 
should have been paid and the amount paid for the 
years in (a). 

The negligent production of incorrect information 
required under the Sections in the second and third 
columns will mean the taxpayer is liable to a penalty not 
exceeding £250. Fraudulent production increases the 
maximum penalty to £500. 

Once again, there is a measure of relief from these 
penalties in that if a person has made an error in his 


gently norfraudulently, and it comes to his or his personal 
representative’s notice, he can remedy the error. If he 
fails to do so without unreasonable delay, he will be 
liable. 


Section 49 

The penalty for failing to give information regarding the 
purchaser of property on which investment allowances 
were claimed, when the property has been sold within 
three years, has been amended to £50 plus the amount 
of the investment allowance. 


Section 50 

The maximum penalty for assisting or inducing the sub- 
mission of incorrect returns, accounts, statements or 
declarations is £500. In the majority of cases, this sum is 
lower than the penalties formerly leviable. Accountants 
should bear in mind the Institute’s pronouncement on the 
submission of clients’ accounts to the Inland Revenue, as 
set out in Section Q.2 of the Members’ Handbook. It is 
considered that accountants should insist that clients 
approve and sign the accounts prior to lodgment and 
authorise them to be lodged with the Inland Revenue. 


PENSIONS 
FOR 
EMPLOYEES 


an urgent 
problem 


The National Insurance Act 1959 gives 
employers the opportunity under certain conditions 
of contracting out of the graduated part of the State 
pension scheme. The whole subject of pensions for 
employees is both complicated and urgent. Every 
employer should seek expert advice before taking a 
decision. 

The Norwich Union offers assistance and 
guidance on these problems through their Pensions 
Consultants, men with wide experience and expert 
knowledge. 

Where pension schemes are arranged with 
the Norwich Union the Society will carry out all 
the negotiations necessary with the Registrar and 
the Inland Revenue to secure the Certificate of Non- 
participation permitting the firm to contract out of 
the State scheme. 

A new bocklet has just been produced by 
the Norwich Union to assist employers with this 
urgent problem. 


Post the coupon NOW for a copy. 


NORWICH 
UNION 


INSURANCE SOCIETIES 
12-20 SURREY STREET, NORWICH, NOR 88A 


You may send me, without obligation, a copy of the 
Norwich Union's booklet relating to Pension Schemes 


(M..) 


8N is one of a 
whole series of fully 
automatic models. 
Accountants, 
statisticians, research 
analysts, engineers, 
find figurework faster, 
more automatic, with 
Monro-matic machines. 


400 is today’s most 
advanced full keyboard 
adding machine with 
Velvet Touch key 
action. Single or grand 
total, front feed, and wide 
carriage adding machines 
are also available in 

varied keyboard capacities. 


LA 9 is a small, 
easily portable, 
electric calculator... 
a personal tool for 
everyone whose job 
includes figure work. 


STAND No.- 39 
Business Efficiency 
Exhibition 
Olympia 3-12 Oct. 


MONROE CALCULATING MACHINE COMPANY LIMITED 
Bush House, Aldwych, London, W.C.2. COVent Garden 0211 
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HENRY BUTCHER & CO. 


AUCTIONEERS, SURVEYORS & VALUERS OF FACTORIES, PLANT & MACHINERY. 


73, CHANCERY LANE, LONDON, W.C.2. 


TEL.: HOL 8411 (8 lines) 


INDUSTRIAL PROPERTIES FOR DISPOSAL 


By Order of the Minister for Aviation. 


MALTBY 


MODERN RAILSIDE 
SINGLE-STOREY FACTORY 
FLOOR SPACE, 300,000 SQ. FT. 
Substantial buildings, Office block and Canteen 


GROUND AREA, 28 ACRES 


Well laid out with Internal Roadways 
All Services. Central Heating 


DONCASTER 


Suitable as an Industrial Estate 


FLOOR SPACE, 95,500 SQ. FT. 


contained in Single-Storey buildi of from 1,000 sq. ft. to 18,000 sq. ft. 
Ideal for letting 


GROUND AREA, 10 ACRES 
Main road position, easy access to centre of town 


LANDORE, 


SWANSEA 


PARTLY NORTH LIGHTED SINGLE-STOREY FACTORY 


FLOOR SPACE: 220,000 SQ. FT. 


GROUND AREA: 8.5 ACRES 


Arranged in two main buildings providing good clear working floor space, loading bay. Canteen. All main services. Central Heating. Railway Sidings. 
VACANT POSSESSION 


FURTHER PARTICULARS OF HENRY BUTCHER & CO. 


Consult the National Provincial Bank 
Banker’s references; Borrowing; 
and personal travel facilities; 
Deposit (Savings) Accounts; Executorship and 
Trustee business; Hire Purchase; Investment; 


d any other financial 


about... 
Business 


Overseas business ...an 
matters. 


Make the most 
of your Bank account 


The full services of National Provincial 
Bank are available to all customers and any 
charges are extremely modest. 

You are invited to have a word with the 
local Branch Manager who will be glad to 
give you the benefit of his knowledge and 
experience, 


National Provincial 
for friendly service 


NATIONAL 


PROVINCIAL 


BANK LIMITED 
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Profits Tax 

The Seventh Schedule to the Finance Act, 1960, provides 
for the application, with appropriate modifications, of the 
above provisions to profits tax. The principal modifica- 
tions are: 

(i) The penalty under Section 46 of £50 plus the amount 
which the taxpayer ought to have paid becomes £50 plus 
the profits tax with which the taxpayer is charged on the 
profits of the trade arising during any chargeable 


Fact or Law? 


WHETHER A QUESTION is one of fact or of law is often diffi- 
cult to determine; but the difference is important, not 
only in income tax but in other branches of the law. The 
distinction was more noticeable when trial by jury was 
universal in the common law courts; with the decline of 
the jury in civil matters it has tended to become blurred. 

In relation to income tax, the importance of the 
distinction lies in Section 64 of the Income Tax Act, 
1952. Sub-Section (1) is as follows: 

Immediately after the determination of an appeal by 
the General Commissioners, or by the Special Commis- 
sioners, the appellant or the surveyor, if dissatisfied with 
the determination as being erroneous in point of law, may 
declare his dissatisfaction to the Commissioners who heard 
the appeal. (Our italics.) 


Sub-Section (6) provides: 


The High Court shall hear and determine any question 
or questions of law arising on the case... 


Therefore, even before an appeal is heard by the 
Commissioners, it behoves those advising the taxpayer 
or the Revenue to consider the nature of the question to 
be determined, because a decision of Commissioners can 
be impugned under Section 64 only if they have fallen into 
an error of law. The number of cases where an appeal can 
be taken to the High Court, however, is far greater than 
one would suppose on first reading the sub-Section. 

The first distinction to notice in any discussion of what 
may be appealed against is the distinction between 
primary facts and conclusions drawn from them— 
referred to here as secondary facts. The remarks of 
Denning, J., in Bracegirdle v. Oxley [1947] K.B. 349 at 
page 358, though admittedly in another context (and one 
should be chary of analogies with the criteria governing 
appeals from other tribunals), seem both relevant and 
helpful. He said: 

Primary facts are facts which are observed by the 
witnesses and proved by testimony; conclusions from 
those facts are inferences deduced by a process of 
reasoning from them. The determination of primary 
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accounting period (C.A.P.) which is, or includes, any 
part of the period to which the return ought to relate. 

(ii) The penalties (a) and (b) shown under Section 47 
above are repeated for profits tax except that the dif- 
ference is that between (a) the total amount of tax charge- 
able for any C.A.P. which is, or includes, the part of the 
period to which the return, etc., relates and (5) the total 
amount which would have been chargeable if the 
return, etc., had been correct. 


facts is always a question of fact. It is essentially a matter oe 
for the tribunal which sees the witnesses to assess their oat 
credibility and to decide the primary facts which depend 
on them. The conclusions from those facts are sometimes 
conclusions of fact and sometimes conclusions of law. 


It is not possible to appeal against a finding of primary 
fact. But this statement is subject to one qualification. 
Croom-Johnson, J., stated in Cooksey & Bibbey v. 
Rednall (1949, 30 T.C. 514) at page 519: 

There is no difference about the rules of evidence as a 
matter of general principle in a hearing before the 
General Commissioners and a hearing before any other 
tribunal. 

His Lordship’s remarks are, of course, equally applic- 
able to a hearing before the Special Commissioners. 

This must mean that if the Commissioners accept 
evidence which is, by the law of evidence, inadmissible— 
for example, hearsay—their findings, even if of primary 
facts based on such evidence, can be attacked in the High 
Court. The ground on which such findings of the Com- 
missioners could be impugned, though, is one of law; that 
is, that they (the Commissioners) have been ignorant of, 
or have ignored, or have misunderstood the law of 
evidence. However, evidence objections are unlikely to be 
taken in an appeal where, as frequently happens, none of 
the taxpayer’s or the Revenue’s representatives, or the 
Commissioners, are lawyers. In practice, a High Court 
judge is not likely to be astute to raise such points, the 
existence of which will usually not be apparent from the | 
Case stated. 

Subject to the foregoing caution, the primary facts 
found by the Commissioners cannot be overthrown. They I -: 
have heard the witnesses and seen the exhibits, and it is +s 
commonsense as well as good law that their findings 
should be final. Otherwise there would really be no reason 4 AO 
for the existence of Commissioners, particularly General bed eee 
Commissioners. 

Passing from consideration of primary facts, in what 
circumstances can the Court reverse a conclusion drawn 
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by Commissioners from such facts? It is submitted that 
the rule is this: 

Conclusions drawn from primary facts, whether such 
conclusions be described as of fact, of mixed fact and 
law,* or of law, may be reversed (a) if the conclusion is 
inconsistent with the primary facts as a matter of pure 
logic; or (b) where, on a correct view of the law, such a 
conclusion cannot follow from the primary facts. 

Situation (a) must be rare but situation (5) is extremely 
common. 

The importance of the difference between a conclusion 
of fact (a finding of secondary facts) and a conclusion of 
law is this: from primary facts, correctly understanding 
the law, Commissioners may arrive at a conclusion on a 
question of fact in favour either of the Revenue or of the 
taxpayer. Within a given area, bounded by legal rules, 
either conclusion is correct in law and it is not for the 
Court to substitute its own conclusions for those of the 
lower tribunal. An obvious example is whether the appel- 
lant has traded or not. In other words, as is so often said, 
the question is one of degree. The High Court in such a 
case will dismiss the appeal, stating, no doubt, that there 
was evidence on which the Commissioners could have 
reached their conclusion. But where the question is one 
of law, there can be only one correct answer. As to this, 
see du Parcq, L.J., in Bean v. Doncaster Amalgamated 
Collieries Ltd. (1944, 27 T.C. 296) at page 307. 

One word of warning may be opportune. A judge 
sometimes will give as his reason for reversing a decision 
“that there was no evidence to support the Commis- 
sioners’ decision.”’ This is simply a way of stating that 
the Commissioners’ conclusion from the primary facts is 
erroneous in law. In practice, almost invariably the use of 
such words imports acceptance of the primary facts. It is 
thought, however, that such a phrase could refer to the 
possibility referred to above, where primary facts were 
found on inadmissible evidence. We mention this ex 
abundanti cautela, as we do not know of a case where the 
formula has been used in the second sense. 

Much of the difficulty arising from this subject derives 
from the varied and confusing terminology sometimes 
employed. Viscount Simonds and Lord Radcliffe dis- 
pelled some of the fog surrounding this topic by their 
speeches in Edwards v. Bairstow & Harrison (1955, 36 
T.C. 207). This case is the last word on the present 
subject and is of great importance. Recently a judge 
remarked half-humorously that it seemed to be cited in 
every income tax appeal he heard. 

In Edwards v. Bairstow & Harrison, the taxpayers 
appealed against assessments under Case I of Schedule D 
made in respect of the profits arising from the sale of 
certain machinery. The question for decision was whether 
the transaction resulting in the profits was an adventure 
in the nature of trade. The General Commissioners held 
that it was not, and their decision was upheld by Wynn- 
Parry, J., and the Court of Appeal on the ground that 
such a question was purely one of fact and the Commis- 
sioners’ decision could therefore not be upset. The House 


~ *The author’s opinion is that the phrase *‘mixed fact and law” 
is meaningless in this context and is best avoided. 
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of Lords unanimously reversed the decision of the Court 


of Appeal. 
Viscount Simonds said (page 224): 


. whatever test is adopted, that is, whether the 
finding that the transaction was not an adventure in the 
nature of trade is to be regarded as a pure finding of fact 
or as the determination of a question of law or of mixed 
law and fact, the same result is reached in this case. The 
determination cannot stand: this appeal must be allowed 
and the assessments must be confirmed. Fer it is univer- 
sally conceded that, though it is a pure finding of fact, it 
may be set aside on grounds which have been stated in 
various ways but are, I think, fairly summarised by saying 
that the Court should take that course if it appears that 
the Commissioners have acted without any evidence or 
upon a view of the facts which could not reasonably be 
entertained. 


His Lordship said that the inference that the transac- 
tion in question was not an adventure in the nature of 
trade was one of fact, drawn from the primary facts 
found by the Commissioners. He continued (pages 225-6): 


Yet it must be clear that to say that such an inference 
is one of fact postulates that the character of that which 
is inferred is a matter of fact. To say that a transaction 
is or is not an adventure in the nature of trade is to say 
that it has or has not the characteristics which distinguish 
such an adventure. But it is a question of law, not of fact, 
what are those characteristics, or, in other words, what 
the statutory language means. It follows that the inference 
can only be regarded as an inference of fact if it is assumed 
that the tribunal which makes it is rightly directed in law 
what the characteristics are and that, I think, is the 
assumption that is made. It is a question of law what is 
murder: a jury finding as a fact that murder has been 
committed has been directed on the law and acts under 
that direction. The Commissioners making an inference 
of fact that a transaction is or is not an adventure in the 
nature of trade are assumed to be similarly directed, and 
their finding thus becomes an inference of fact. 


Lord Radcliffe’s words (page 229) on the duty of the 
Court when considering a Case stated may usefully 
conclude this article: 


When the Case comes before the Court, it is its duty to 
examine the determination having regard to its 
knowledge of the relevant law. If the Case contains 
anything ex facie which is bad law and which bears upon 
the determination, it is, obviously, erroneous in point of 
law. But, without any such misconception appearing ex 
facie, it may be that the facts found are such that no 
person acting judicially and properly instructed as to the 
relevant law could have come to the determination under 
appeal. In those circumstances, too, the Court must 
intervene. It has no option but to assume that there has 
been some misconception of the law and that this has 
been responsible for the determination. So there, too, 
there has been error in point of law. I do not think that it 
much matters whether this state of affairs is described as 
one in which there is no evidence to support the deter- 
mination or as one in which the evidence is inconsistent 
with and contradictory of the determination or as one in 
which the true and only reasonable conclusion contra- 
dicts the determination. Rightly understood, each phrase 
propounds the same test. 
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Taxation 
Notes 


Clitas 

“Current Law” Income Tax Acts 
Service has issued Release 60, dated 
August 15, 1960, giving the full text 
of the Finance Act, 1960, fully 
annotated. Once again, we must con- 
gratulate the publishers on the speed 
with which they have dealt with a 
complicated Act which was amended 
in such detail during the debate. 


Estate Duty: Some Features and 
Anomalies of Marginal Relief— 

Were estate duty but levied at 
different rates on successive slices of 
income in the same way as surtax, 
there would be no need for marginal 
relief. The need arises from the fact 
that the jump that occurs in the rate 
at any given point applies to the 
whole estate. For example, an estate 
of £30,000 attracts duty at 18 per 
cent. or £5,400, whereas an estate of 
£30,500 is on the 21 per cent. scale, 
which would mean duty of £6,405, a 
rise in duty of £1,005 because of an 
excess estate of £500. Marginal relief 
steps in to allow the £500 to be 
surrendered as duty with the maxi- 
mum duty at the lower rate, that is to 
say, the duty becomes £5,400+£500 
=£5,900, so that, after paying duty, 


Table I 


Where the 
At scale is 
£ per cent. 
20,000 6.60 
30,000 9.90 
40,000 13.20 
45.000 15.40 
100,000 24.75 
500,000 35.75 
1,000,000 41.25 
Table I 
At The rate of estate 
£ duty is 
per cent. 
20,000 12 
30,000 18 
40,000 24 
45,000 28 
50,000 31 
60,000 35 
100,000 45 
200,000 55 
750,000 70 
1,000,000 75 


The next rate is 


there is left in each estate £24,600. 

With the big jumps that occur in 
the rates of estate duty, the margins 
are very large. This is illustrated in 
Table I. 

The first anomaly is seen at £40,000 
and £45,000, where the margin in 
the latter case is less than in the 
former, because the rate goes up by 
3 per cent. as against 4 per cent. 

The second anomaly is that the 
amount of the margin is forfeit! If 
a man could foresee reasonably 
accurately the amount which would 
fix the rate of estate duty, he could 
give away an amount equal to the 
prospective margin and the only 
loser (subject to the gifts inter vivos 
period) would be the Exchequer. 
Cases have been known where an 
estate within a marginal total has 
been supposedly closed, when further 
property comes to light which still 
leaves the limit under the marginal 
point so that the whole has to be 
surrendered as duty, leaving the 
estate worse off because of interest 
on estate duty and the expenses in 
connection with handling the property 
and the corrective account and trying 
to get back those expenses from 
residuary legatees. 

For instance, an estate of £104,000 
would cost in duty 45 per cent. on 
£100,000, plus £4,000, that is, £49,000 
(and not 50 per cent. on £104,000= 
£52,000). If another £5,000 property 


And the 

next scale The margin is 

per cent. 
8.25 359 13 6 
11.55 559 12 10 
15.40 1,040 3 10 
17.05 895 2 5 
27.50 3,793 2 1 
38.50 22,357 14 6 
44.00 49,107 2 11 


The margin before 
the second rate 


per cent. applies is 

15 705 17 8 
21 1,139 410 
28 2,222 4 6 
31 1,956 10 6 
35 3,076 18 6 
40 5,000 0 0 
50 10,000 0 0 
60 25,000 0 0 
75 150,000 0 0 
80 250,000 0 0 


came to light, the duty would go up 
by £5,000, since the marginal point 
is £110,000. The net estate would be 
diminished by the expenses in con- 
nection with the £5,000, these ex- 
penses not being allowable for estate 
duty purposes. 

Since the rates in the “agricul- 
tural’”’ and “business” scale are 
55 per cent. of those in the general 
scale, the margins are much lower, as 
will be seen, though still substantial 
in the higher ranges (see Table II). 

The anomaly at £40,000 and 
£45,000 remains. 

In such cases, marginal relief may 
apply to the property liable at the 
full rate, but not to that liable at the 
lower rates. 


Illustration 
Estate of £63,000, including agricultural 
value of property £9,000. 
Duty on non-agricultural estate: i 
£ 
£60,000 at 35 percent. 21,000 
Margin... .. 3,000 


54/63 x 24,000= 20,572 


On agricultural value: 
£9,000 at 22 per cent. 


—Non-aggregation of Property 
which is not “‘Settled’”’— 

Where there passes on or by reference 
to the death both settled property 
and other property and the latter does 
not exceed £10,000, there is no aggre- 
gation of the two classes. For this 
purpose, settled property does not 
include property settled by the 
deceased, property of which the 
deceased was competent to dispose 
and has disposed under a power in 
the settlement, and property which 
devolves on the deceased’s personal 
representatives as assets for payment 
of debts. 

The other property excludes 
property on which estate duty is not 
payable on the death, unless duty is 
not payable solely because its value 
does not exceed £3,000. Gifts inter 
vivos made to any one individual in 
the five years before the death, which 
are reduced in value under the 
Finance Act, 1960, because the death 
occurred after the end of the second 
year from the date of gift, must be 
brought in if the full value of the 
gifts to him totals over £500. 
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Illustration (1) £ 

Free estate 6,400 

Gift made 18 months before death 800 
7,200 


Nomination policy for wife in 
which deceased never had an 


interest 2,500 
“Other property” 9,700 
Settled property 28,000 


Since the other property does not 
exceed £10,000, the settled property is 
not aggregable and the liability will 
be: £7,200 at 3 per cent. and £28,000 
at 18 per cent. The nomination policy, 
being valued at under £3,000, is 
exempt from duty. 


Marginal Relief in ““Other Property” 
Cases 

Marginal relief is available where the 
other property exceeds £10,000. The 
anomaly here is that the relief does 
not apply to the settled property, 
which must still be aggregated to find 
the rate applicable to it. 


Illustration (2) £ 
Free estate 2,800 
Gift made 18 months before the 
death... 800 
Property settled by deceased on 
his marriage .. 3,000 
6,600 


Nomination policy for wife in 
which deceased never had an 


interest 4,400 
“Other property” 11,000 
Settled property 28,000 
Duty payable on the unsettled 

property without marginal 

relief: 

£6,600 at 21 per cent. (rate 
found by aggregating £6,600 
and £28,000)= .. 1,386 
£4,400 at 2 per cent. = 88 
1,474 
Duty payable on the unsettled 
property with marginal relief: 
Reduce to £10,000 
Duty 
£ 
6,600 


4, 
— x £10,000 — £4 000 
11,000 
1 per cent. 40 
Margin -. 1,000 
£1,220 


The £1,220 duty will be split up in pro- 
portion to the duty which would have been 
payable without the relief: 

(To nearest £) 
£ £ 
Free estate: £2,800 at 21 per 


cent. 588 487 
Gift: £800 at 21 per cent. = 168 139 
Wedding settlement: £3,000 

at 21 percent. .. ‘ 630 521 

1,386 1,147 

Nomination policy £4,400 
at 2 percent. .. 88 73 
1,474 1,220 


The duty on the settled property will be 
21 per cent. of £28,000=£5,880. 

Had the aggregation of settled 
property with the appropriate other 
property given a marginal relief case, 
the duty on the other property and 
settled property would have been: 


Illustration (3) £ 
Other property 12,000 
Settled property 24,000 
36,000 

Duty: 

£35,000 at 21 per cent. ms 7,350 
Excess over £35,000 .. 1,000 
8,350 


Applicable to settled property 

24/36 x £8,350= a 5,567 
The duty on the other property will be the 
lower of the following: 

(i) the duty payable on the other 
property applying the above marginal 
relief: 

12/36 x £8,350=£2,783 or 

(ii) the duty payable applying the mar- 
ginal relief to the £10,000: 

4 per cent. on £10,000= £400 
Excess over £10,000 = £2,000 
£2,400 

Thus the total duty payable will be 

£2,400 + £5,567 =£7,967. 


Simplification is overdue. The 
first requirement seems to be that 
mentioned at the start of these notes 
—slices at varying rates; the second, 
preferably simultaneous, a lowering 
of the rates. 


Schedule E, Case III 

Schedule E, Case III, relates to 
incomes from an office or employ- 
ment where the taxpayer is resident 
in the United Kingdom (whether 
ordinarily resident there or not) and 


receives in the United Kingdom in 
the year of assessment any emolu- 
ments not falling under Cases I and 
II of Schedule E, being emoluments 
either for that year or for an earlier 
year in which he has been resident in 
the United Kingdom, and any emolu- 
ments for that year received in the 
United Kingdom in an earlier year. 
One of the principal sources of Case 
III assessments is the income of a 
person resident but not domiciled in 
the United Kingdom from an office 
or employment under or with any 
person, body of persons or partner- 
ship resident outside and not resident 
in the United Kingdom. The Revenue 
issues assessments on such resi- 
dents on form P.22 on the basis 
of the earnings for the previous 
year of assessment. If the earnings in 
that year were not equivalent to a 
full year, then the assessment is 
estimated. Objection can be taken to 
the assessment within thirty days in 
the normal manner; but where the 
only amount in dispute is the amount 
of the actual income received in the 
year of assessment, there is little 
point in appealing, as provision is 
made for quarterly adjustments of 
the assessment. If, for example, the 
assessment for 1960/61 was in the 
sum of £2,000, then if the income for 
the three months ended July 5, 1960, 
was less than one-quarter of £2,000, 
adjustment will be made in the assess- 
ment. Any overpayment in respect of 
the first quarter will be set against the 
payment for the second quarter. 
Similarly, if the earnings for the six 
months ended October 5, 1960, are 
less than one-half of £2,000, that is, 
£1,000, the third instalment may be 
adjusted. Finally, after April 5, 1961, 
the assessment will be amended to 
agree with the actual earnings for the 
year ended on that date. If too much 
tax has been paid, the amount 
overpaid is set off against the tax due 
for the following year, or repaid. If 
too little tax has been paid, the 
balance is payable in the following 
year. 

By collecting the tax in four instal- 
ments, a modified form of P.A.Y.E. 
is introduced for these cases. Appli- 
cation for payment is made in respect 
of each instalment by the Collector 
of Taxes. 
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WHAT DOES 40-COLUMN MEAN? 
It means a punched card data 
processing system using small 
cards which record data in 40 
columns—quite sufficient for a 
large number of jobs. 

If you’re considering a data pro- 
cessing system, see what 40-column 
machines will do for you. They are 
more than earning their keep for 
many thousands of organisations: 
firms operating with as few as 12 
people to concerns employing over a 
thousand. 

What I°C-T 40-column equipment 

can do for YOU 
It will mechanise your sales and 
purchase accounting, and produce 
your statistical records. Other every- 
day jobs it will tackle include stores 
and stock control, invoicing, payroll, 
hire purchase accounting, expendi- 
ture control and costing. It will help 
you wherever you need accurate 
accounting and statistical informa- 
tion quickly, 

The equipment is readily available; 
it is easy to put in and simple to use. 


I-C’T 40-column equipment 

can grow with your firm 
The basic machines—auto punches, 
sorters and tabulators—may be all 
you want at the moment. But youcan 
always add summary, reproducing 
and electronic calculating punches, 
interpolators and interpreters. And 
you can increase card capacity by 
25% without spending a penny more. 
Write to us at I-C’-T—now. 


help 
business 


International 
Computers 
and Tabulators 

Limited 


149 Park Lane, London W1 
Telephone: HYDe Park 8080 


I-C-T manufacture 21-, 40-, 80- and 160- 
column punched card machines, as well 
as small and medium-sized computers. 
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As you probably tell your client: 


LIFE ASSURANCE gives him cover for his dependants and tax relief on 
the premiums he pays. 


EQUITY INVESTMENT gives him a measure of protection against inflation 
and a stake in the progress of industry. 


But did you know this? 
British Shareholders Trust, 2 vnit Trust authorized 


by the Board of Trade, now presents an Executive Saving Scheme which combines 
these advantages, enabling him to insure his life for a stake in a balanced portfolio 
of over 89 selected leading British firms and also Government Stocks. 


The scheme provides a special kind of Endowment Assurance policy, not for a 
fixed cash sum, but for a block of units in the B.S.T. Payment is made by an initial 
premium of 25 per cent. of the cost of the units at the outset, and subsequent premiums 
over an agreed number of years (usually not less than twelve). As with a normal 
life assurance policy, the premiums attract the statutory income tax relief, and the 
policy may be drawn up under the Married Women’s Property Act, so as to minimize 
Estate Duty. 


The offer price of the units on 9th September, 1960, was 14s. 104d. to yield £3-15%. This price 
represented an appreciation of 48.75 per cent. over the initial offer price in November, 1958, of 10s. 


for further information, please write to the Managers, PHILIP HILL, HIGGINSON, ERLANGERS LIMITED 
34 Moorgate, London, E.C.2 
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Recent Tax Cases 


Income Tax 

Covenant to make annual payments to 
trustees for seven years—Trust as part of 
scheme for oversea employees of company 
—Provision for education of employees’ 
children—Trustees’ discretion to make 
payments to children—No consideration 
from employee or child. 


In Barclays Bank Ltd. ». Naylor 
(Ch. 1960, 3 All E.R. 173) a company 
instituted a scheme to provide part of 
the cost of educating children of certain 
employees of the company and of 
subsidiary companies serving Overseas. 
The company executed a deed of 
covenant under which it undertook to 
pay annually for seven years the sum of 
£27,000, less income tax at the standard 
rate, to four trustees, while the trustees 
agreed to hold the sums received on 
trust and in their discretion to apply the 
sums for the maintenance or education 
or otherwise for the benefit of defined 
beneficiaries or, if there were none, for 
charity. The beneficiaries were specified 
in a list, to and from which the company 
could make additions and deletions at 
will, and the beneficiaries were normally 
to cease to be entitledto the benefit of 
the scheme on (a) the death of the child, 
(6) the child leaving school, (c) the 
parents ceasing to be resident in a 
relevant territory as a result of retire- 
ment or transfer, or (d) the death of the 
father. 

A son, aged nine, of an employee of a 
subsidiary company was included in the 
scheme and payments amounting to 
75 per cent. of the school fees of the son 
plus £50 a year towards maintenance 
during holidays, less income tax at 
standard rate, were made by the trustees 
into a bank account in the son’s name, 
together with a loan of an amount equal 
to the income tax deducted pending 
recovery of the tax from the Inland 
Revenue. The employee himself made 
further payments into the bank account 
(which he operated on his son’s behalf) 
and on his instructions the bank paid 
school fees and other expenses out of 
the account. On behalf of the son the 
bank claimed a refund of the income tax 
deducted from the payments, but this 
was refused. The General Commis- 
sioners held that the covenant was not 
entered into without conditions or 


stipulations and that the payments to 
the trustees, so far as they were utilised 
for education grants, were not annual 
payments within the Income Tax Acts. 
The bank appealed. 

Cross, J., said it was obvious that the 
company instituting the scheme did not 
execute the deed of covenant out of 
disinterested benevolence, but in order 
to provide an inducement to people like 
the employee in question to continue in 
the service of its subsidiary companies 
overseas. There was, however, no 
agreement that the employee in the case 
should remain in the company’s service 
in consideration of the provision of an 
income for his son. Counsel for the 
Crown had made two submissions: (i) 
that the payments of £27,000 per 
annum were not annual payments 
within the meaning of the Income Tax 
Acts at all, and (ii) that the sum (less 
tax) credited to the bank account in the 
son’s name was not part of his income 
but was part of the father’s remunera- 
tion. The first of these submissions 
rested on Earl Howe v. C.I.R. (1919) 7 
T.C. 289 where Scrutton, L.J., had 
pointed out that if a man covenanted to 
pay annually to a butcher in return for a 
supply of meat for his family, the sums 
paid under the covenant were not annual 
payments from which the payer could 
deduct tax, but were the gross sums 
which went to swell the receipts of the 
butcher’s trading account. This prin- 
ciple was applied by the Court of Appeal 
in C.J.R. v. National Book League (1957) 
37 T.C. 468 where the League (a charity) 
stated that members who entered into 
deeds of covenant to pay their sub- 
scriptions for seven years would be 
entitled to enjoy such amenities as were 
provided for members from time to 
time, even though the subscriptions of 
other members might be raised. 

It was true that if, in return for the 
covenant, the payee was obliged 
(whether the obligation was a strictly 
legal one or not) to provide any appre- 
ciable recurring consideration to the 
covenantor, the sums paid under the 
covenant were not “annual payments” 
or “pure income profit” (per Lord 
Greene, M.R., in Re Hanbury, Comiskey 
v. Hanbury (1939) 20 A.T.C. 333, at 
page 335). The principle, however, had 
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no application to the present case. The 
son was clearly under no kind of 
obligation to do anything in return for 
any benefits he might receive under the 
deed, nor was his father under any 
obligation, either legal or moral, to re- 
main in the service of the oversea subsi- 
diary company. In support of his second 
submission counsel for the Crown 
had relied on cases such as Nicoll v. 
Austin (1935) 19 T.C. 531 and C.LR. 
v. Forster (1935) 19 T.C. 738, which 
establish that if an employer provides 
his employee with “money’s worth,” 
that money’s worth will be treated as 
part of the employee’s remuneration 
under Schedule E. No doubt the pay- 
ment of part of the expense of educating 
an employee’s child might be “‘money’s 
worth”’ to the employee, but the way in 
which the employer contributed to the 
education expenses in the present case 
was not by paying the school bills or 
part of them out of his own money—it 
was by providing the child with an 
income out of which the bills or part of 
them could be met. The provision by an 
employer of an income for a child of an 
employee might be a benefit to the 
employee, the fair value of which ought 
to be added to his remuneration for 
the purpose of tax, but if trustees, under 
a trust of this kind, thought it was for 
the child’s benefit that the income should 
be expended in paying a school bill for 
which the child’s parent was liable, or if 
they put the income at the disposal of 
the parent and he used it to discharge 
such a bill, his Lordship did not see why 
the income in question should thereby 
suddenly lose its character of income of 
the child and become income of the 
parent. It had not been suggested that 
the trust was not a genuine discretionary 
trust or that the payment of the income 
in question into the child’s bank account 
was not a proper exercise of a genuine 
discretion. The bank’s appeal would 
therefore be allowed. 


Surtax 

Practice — Particulars — Pleading — 
Traverse of negative allegation—Nega- 
tive pregnant with affirmative allegation 
—Denial that defendant “failed to 
furnish any such particulars without 
reasonable excuse” — Rules of the 
Supreme Court, Order XIX, rules 7, 19. 


The case of C.I.R. ». Jackson (C.A. 
1960, 3 All E.R. 31) deals with an 
interesting but somewhat unusual point 
so far as these notes are concerned. In 
an action for penalties of £50 for each of 
nine years for failure to furnish par- 
ticulars of income to the Special Com- 
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missioners of Income Tax’under Section 
22 of the Finance Act, 1922, Section 
42 (10) of the Finance Act, 1927, and 
Section 232 of the Income Tax Act, 
1952, the Crown as plaintiff pleaded 
that 
The defendant without reasonable excuse 
has failed to furnish the particulars 
required . . . within the time prescribed. 
The defendant in his amended defence 
denied 
that he failed to furnish any such par- 
ticulars without reasonable excuse or 
that he is liable to any penalty as alleged 
or at all. 


Salmon, J., ordered the defendant to 
deliver further and better particulars of 
his defence and the defendant appealed. 
Sellers, L.J., said that the claim for 
penalties was not a criminal proceeding, 
and the form of the pleading was of the 
usual kind and normal so far as par- 
ticulars were required of the averments 
in the pleading. When the defendant 
pleaded in the way he did in his amended 
defence, he was of necessity and by clear 
implication setting up an implied affirma- 
tive. On the pleadings as they stood the 
defendant proposed to set up that there 
was reasonable excuse for not giving 
the information required, and unless the 
particulars of the defence which had 
been asked for were given before the 
trial there might well be surprise, delay 
and undue expense. In Pinson v. Lloyds 
and National Provincial Foreign Bank, 
Ltd. (1941) 2 All E.R. 636, at page 641, 
Goddard, L.J., had said: 
A bare traverse is a perfectly good plea, 
provided that all that is thereby intended 
is to put the plaintiff to proof of his case. 
It may be, however, that concealed in a 
traverse there is an affirmative case, and 
this may well be so when the traverse is of 
a negative averment. If it is clear to the 
Court, either from the nature of the case 
or from the admission of Counsel or 
otherwise, that it is intended to set up an 
affirmative case, so that the traverse is 
what has been described as a pregnant 


negative, then it seems to me that par- . 


ticulars of the affirmative case ought to 

be delivered. Otherwise, both the oppo- 

site party and the Court will be in doubt 

as to what issues are to be determined at 

the trial. 
His Lordship (Sellers, L.J.) said it was 
pointed out in that case that, if the par- 
ticulars were not given, the defendant 
might be precluded in those circum- 
stances from advancing an affirmative 
case at the trial. 

Pearce, L.J., said it was clear from the 
pleadings that the traverse was a negative 
pregnant, and the admissions of Counsel 
had made it even clearer that the 
defendant intended to set up an affirma- 


tive case. The only object of the defen- 
dant in seeking to avoid giving the 
particulars asked for was admittedly to 
prevent the plaintiff from knowing 
before the trial what the defendant’s 
case was, and thus to give the defendant 
the advantage of surprise. That was an 
unmeritorious object which would 
probably lead to an _ inconvenient 
adjournment in the middle of the 
hearing. The Court held that further 
and better particulars of the defence 
must be ordered. 


Profits Tax 

Distribution— Directoy controlled com- 
pany— Director patentee of article manu- 
factured and sold by company—Pay- 
ments by way of commission to director— 
Full consideration received by company— 
Whether payments “applied . . . by way of 
remuneration, loans or otherwise, for the 
benefit of” the director—Finance Act, 
1947, Section 36 (1). 


In C.I.R. ». H. Dunning and Co. 
(1946) Ltd. (Ch. 1960, 3 All E.R. 75), 
the company was director-controlled 
within the meaning of the profits tax 
legislation. On December 31, 1954, it 
entered into an agreement with one of 
its directors (who was the holder of one 
£1 share in the company out of 1,000 
issued shares) whereby it was granted a 
licence to manufacture and sell an article 
patented by the director in considera- 
tion of the payment to him of 74 per 
cent. of the selling price of each such 
article. Payments made under the agree- 
ment for the period from March 1, 
1955, to its termination in September, 
1955, totalled £4,072. The company was 
charged a higher rate of profits tax on 
the basis that the payments were distri- 
butions within Section 36 (1) of the 
Finance Act, 1947, which reads as 
follows: 

Subject to the provisions of the next 
succeeding sub-Section, wherever: 
(a) any amount is distributed directly or 
indirectly by way of dividend or cash 
bonus to any person; or 
(6) assets are distributed in kind to any 
person; or 
(c) where the trade or business is carried 
on by a body corporate the directors 
whereof have a _ controlling interest 
therein, an amount is applied, whether by 
way of remuneration, loans or otherwise, 
for the benefit of any person, 

there shall be deemed . . . to be a distri- 

bution to that person of that amount or, 

as the case may be, of an amount equal to 

the value of those assets. . . . 


The company appealed to the Special 
Commissioners on the ground that the 
payments were not amounts applied for 
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the benefit of the director within Section 
36 (1) (c). The Commissioners allowed 
the appeal and the Crown appealed. 

Cross, J., said that the question to be 
decided was whether the payments were 
applied by the company for the benefit 
of the director “by way of remuneration, 
loans or otherwise.”” They were certainly 
not “remuneration” or “loans,” and 
that narrowed the question to whether 
they came under the head of “‘or other- 
wise.” They were payments made under 
a commercial agreement for full con- 
sideration given by the director to the 
company. If the words of the sub- 
Section had been simply “‘an amount is 
applied for the benefit of any person,”’ it 
would be very doubtful whether the 
sub-Section would have covered pay- 
ments, whether of capital or income, 
under an ordinary commercial agree- 
ment, since a payment for which one 
has given full consideration is not an 
amount applied for one’s benefit by the 
payer. But there were the additional 
words “whether by way of remunera- 
tion, loans or otherwise,”’ and in C.J.R. 
v. Chappie Ltd. (1953) 34 T.C. 509 the 
Court of Appeal held that loans made by 
acompany to an associated company on 
ordinary commercial terms were a dis- 
tribution within Section 36. The mem- 
bers of that Court definitely rejected the 
idea that there had to be an element of 
bounty in a payment to bring it within 
the scope of the Section. The Section 
expressly referred to remuneration 
(which did not normally contain any 
element of bounty) as well as loans, and 
it was therefore difficult to say that what 
fell under the heading of “‘or otherwise,” 
as opposed to what fell under the head- 
ing “remuneration” or “loans,”’ must 
contain an element of bounty. 

Counsel for the company had said 
that if Section 36 (1) were read as widely 
as that, any payment of income or 
capital, whether for consideration or not, 
would be a distribution, but it seemed 
that the Court of Appeal in C.I.R. v. 
Chappie Ltd. was aware that that might 
be the result of its decision. However, a 
year later, the Section was considered 
by Harman, J., in C.1.R. v. Lactagol 
Ltd. (1954) 35 T.C. 230, where the com- 
pany had made a lump sum payment to 
a director-member in consideration of a 
covenant that after his term of service 
with the company ceased he would not 
compete with the company. He was 
impressed with the absurdity of treating 
such a payment—a capital payment for a 
capital asset under a genuine commer- 
cial transaction—as being an amount 
applied for the benefit of the payee.He 
thought that a line must be drawn 
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somewhere, and, influenced by the fact 
that the Finance Act, 1947, taxed 
profits, he drew the line at payments of 
capital for capital assets. In the present 
case the amounts were not payments of 
capital but recurring payments of in- 
come. In the result, whereas the Special 
Commissioners applied C.J.R. v. Lacta- 
gol Ltd. and distinguished C./.R. v. 
Chappie Ltd. (which, they thought, dealt 
only with loans), Cross, J., applied 
C.1.R. v. Chappie Ltd., and distinguished 
C.1.R. v. Lactagol Ltd., and so reversed 
the decision of the Commissioners. 
Section 36 of the Finance Act, 1947, 
has now been repealed by Part II of 
Schedule IX to the Finance Act, 1958. 


Estate Duty 
Rates of estate duty — Plant and 
machinery used in business—Partnership 
—Death of partner—Partnership dis- 
solved by death—Application of reduced 
rates of. duty—Finance Act, 1914, 
Section 15—Finance Act, 1940, Section 
55—Finance Act, 1954, Sections 28 (1), 
(2), 31 (6). 
Section 28 (1) of the Finance Act, 
1954, provides as follows: 
Where a business or an interest in a 
business passes on a death, any estate 
duty chargeable on the death in respect 
of industrial hereditaments used in and 
occupied for the purposes of the business 
or in respect of machinery or plant so 
used shall (except as hereinafter provided) 
be charged in accordance with a scale of 
rates of duty representing the usual scale 
for the time being in force with a reduc- 
tion of 45 per cent. in each of the rates. 


Sub-Section (2) deals with any case in 
which duty is chargeable in respect of 
shares or debentures of a company 
which fall to be valued by reference to 
the value of the assets of the company 
in accordance with the provisions of 
Section 55 of the Finance Act, 1940. 
Section 28 is thus designed to grant 
relief from duty in respect of plant and 
machinery in cases in which the 
deceased’s interest in the business for the 
purposes of which the plant or machinery 
is used is direct or arises through the 
medium of a company or companies. 

In Burdett-Coutts ». C.I.R. (Ch. 
1960, 3 All E.R. 153), by a deed of 
partnership dated January 17, 1957, a 
father entered into a farming partner- 
ship with his son for the period of their 
joint lives. The deed provided that the 
capital of the partnership should consist 
of the net value as at October 11, 1956, 
of the live and dead stock, agricultural 
machinery and implements, book debts 
and other assets of the business of a 
farmer then carried on by the father, less 


outstanding liabilities of that business, 
and should be credited to the father as his 
capital; and that any further sums which 
either partner should contribute should 
be credited to such partner as capital of 
his. The son did not contribute any 
capital during the continuance of the 
partnership. Profits were to be divided 
equally and losses borne equally. On the 
death of either partner the survivor was 
to have the option, to be exercised 
within three months of the death, of 
purchasing the share of the deceased 
partner in the capital and assets of the 
partnership. The deed further provided 
that if on the death of either partner 
the other should not exercise his option, 
the partnership should be wound up in 
accordance with the Partnership Act, 
1890. On February 22, 1957, the father 
died. At that date the assets of the 
partnership included plant and 
machinery used in the farming business 
as a going concern. By a codicil to his 
will, the father gave all his share of the 
capital and assets of the partnership 
together with his share of any partner- 
ship profits due to him at his death to his 
son absolutely, subject to any duties 
payable in respect thereof by reason of 
his death. Accordingly, the son, having 
become entitled to the father’s share in 
the partnership under the codicil, never 
exercised the option under the deed of 
partnership. 

The question to be decided by Buck- 
ley, J., was whether estate duty payable 
on the father’s death in respect of his 
share or interest in the plant and 
machinery ought to be charged in 
accordance with the reduced rate of 
duty prescribed by Section 28 of the 
Act of 1954 or at the normal rate 
applicable to the father’s estate. The 
Revenue, relying on observations of 
Lord President Clyde in Glen v. C.I.R. 
[1926] S.C. 44, contended that Section 
28 was applicable only to a share in a 
partnership business where that share 
passed on the death in specie; that is, 
where the death had no effect on the 
continuance of the partnership even as 
regards that share, which passed intact 
to someone else. His Lordship said that 
the question in Glen’s case arose under 
Section 15 of the Finance Act, 1914, 
which was an enactment differing in 
important respects from Section 28 of 
the Act of 1954; that Lord Clyde’s 
observations, in their general applica- 
tion, were obiter dicta; that none of the 
other judges in the case based his 
decision on these general observations, 
and that Lord Clyde himself expressly 
reserved his opinion whether Gien’s case 
would have been “different,” had the 
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father contributed to the partnership 
capital. He (Buckley, J.) did not derive 
much assistance from Lord Clyde’s 
remarks or from the decision in Glen’s 
case. This is the more interesting 
because Lord Clyde’s general observa- 
tions have been authority or justification 
for the departmental practice of the 
Estate Duty Office in cases such as the 
present one under Section 28 (1) of the 
Act of 1954, and this practice is recog- 
nised in leading textbooks on death 
duties: Dymond, thirteenth edition, 
page 535; Green, fourth edition, page 
323; and Hanson, tenth edition, page 
1050. 

His Lordship said that to secure the 
benefit of Section 28 (1) it must in the 
present case be established (i) that an 
interest in the partnership business 
passed on the death of the father, and 
(ii) that estate duty became chargeable 
on the father’s death in respect of 
machinery or plant used in the business. 
Assuming that on the true construction 
of the partnership deed the partnership 
was dissolved immediately on the father’s 
death, the rights which vested in the 
father’s personal representatives were 
not identical with those which were 
vested in the father before his death, but 
that was not to say that the personal 
representatives had no interest in the 
assets of the partnership pending the 
final liquidation. Manley vy. Sartori 
[1927] 1 Ch. 157 was authority for the 
view that when a dissolved partnership 
was to be, or was in course of being, 
wound up, each partner or his estate 
retained an interest in every single asset 
of the former partnership which re- 
mained unrealised or unappropriated, 
and that interest was proportionate to 
his share in the totality of the surplus 
assets of the partnership. It followed 
that, where the partnership business 
survived the dissolution as a going 
concern, each partner retained an interest 
in that business as well as in every asset 
employed in it; and the advice of the 
Judicial Committee of the Privy Council 
in Perpetual Executors and Trustees 
Association of Australia Ltd. y. Australia 
(Commonwealth) Taxation Commis- 
sioner [1954] A.C. 114 was to the like 
effect. In any case, therefore, where a 
partnership at will or for joint lives 
became dissolved and liable to be 
wound up on the death of one of the 
partners and at the date of the death the 
partnership business was a going con- 
cern, it necessarily followed that an 
interest in that business passed on the 
death of the deceased partner. The 
testamentary dispositions of the de- 
ceased partner might, as in the present 
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case, do away with the necessity for a 
winding-up of the partnership by 
constituting the surviving partner the 
sole owner of the partnership assets, but 
this could not affect the character of the 
property which passed on the death of 
the deceased partner to his legal personal 
representatives. Accordingly, “an 
interest in a business’ within Section 
28 (1) of the Act of 1954 passed on the 
death of the father. 

The Revenue contended that duty 
became payable not in respect of any 
specific asset of the partnership but on 
the value of the father’s share, there 
being no sufficient nexus between the 
value of that share and the assets 
employed in the partnership to make it 
appropriate to describe the duty as 
payable “in respect of” those assets. 
Rejecting this argument, his Lordship 
said that it would exclude every case of 
partnership from the operation of 
Section 28 (1), whereas there was reason 
to suppose that the legislature had part- 
nership in mind in framing the sub- 
Section. He said that the value of the 
assets of a partnership underlay and 
was directly related to the value of each 
partner’s share, just as the value of the 
assets of a company underlay and was 
directly related to the value to be attri- 
buted to shares which had to be valued 
in accordance with Section 55 of the 
Finance Act, 1940. It was clear from 
Section 28 (2) of the Act of 1954 that 
relief under the Section was available in 
cases within Section 55 of the Act of 
1940, and relief was also available under 
Section 28 (1) in any case in which the 
value of machinery or plant in the 
relevant business underlay and con- 
tributed to the value of the deceased’s 
interest in that business. Therefore, in 
the present case, the reduced rate of 
estate duty became chargeable on the 
father’s death “in respect of” machinery 
or plant used in the partnership busi- 
ness. 


Estate Duty 
Company—Shares—Valuation—Control 


of the company—Shares held by deceased 
jointly with others in fiduciary capacity— 
Name of deceased first on register— 
Whether permissible to look beyond 
articles and share register of company— 
Finance Act, 1894, Section 7 (5)— 
Administration of Justice (Miscellaneous 
Provisions) Act, 1933, Section 3—Finance 
Act, 1940, Sections 55 (1) (a), (2), (3) (a), 
(4), (5); 58 (4), (5). 

The facts in Barclays Bank, Ltd. » 
C.1.R. (House of Lords, 1960, 2 All 
E.R. 817) were noted in our issue of 


March, 1959 (pages 160-1) and the case 
was again noted, following the decision 
of the Court of Appeal (reversing 
Danckwerts, J.) in a Professional Note, 
“Control of the Company,” in our issue 
of September, 1959 (pages 451-2). The 
House of Lords (Lord Reid dissenting) 
has affirmed the decision of the Court of 
Appeal and has held the method of 
valuation prescribed by Section 55 of 
the Finance Act, 1940, to be applicable 
in the circumstances of the case. 
Somewhat different reasons were given 
by different members of the House for 
reaching this decision. 

Viscount Simonds and Lord Cohen 
said that the question whether the 
testator had the control of the company 
within Section 55 (1) of the Act of 1940 
must be determined by reference to the 
constitution of the company (namely, 
the voting power in accordance with 
the articles of association of the com- 
pany). It was irrelevant that a 
shareholder who had the apparent 
control was amenable to some sort of 
outside control (such as that of his 
co-trustees); accordingly, as the testator 
was entitled to vote in respect of 1,100 
Ordinary shares in the company in his 
own right and in respect of 3,650 
Ordinary shares as trustee (making 
together more than half the total 8,350 
issued Ordinary shares), he had control 
of the company (B. W. Noble, Ltd. v. 
C.I.LR. (1926) 12 T.C. 911; CLR. v. 
J. Bibby and Sons Ltd. (1945) 29 T.C. 167 
applied; John Shields and Co. (Perth) 
Ltd. v. C.I.R. [1950] S.C. 441 approved). 

Section 55 (5) of the Act of 1940 
provides that control of a company 
which a person had in a fiduciary 
capacity shall be disregarded for the 
purposes of the Section in determining 
whether estate duty shall be estimated 
on an assets basis. By virtue of Section 
58 (5) this exception is not to apply 
where the fiduciary capacity of the 
person in question arises under a 
disposition made by him. Lord Keith 
said that control from outside was not 
an answer to the Crown where the 
settlor had controlling voting power in 
respect of fiduciary shares. Nor was 
there anything in the statute which 
suggested that outside control was to be 
regarded where the holding of fiduciary 
shares was less than sufficient to give, of 
itself, voting control of the company. It 
was a possible construction of Section 
58 (5) that control of a company which 
a person had in a fiduciary capacity did 
not mean absolute control in a fiduciary 
capacity, but control which a person 
could exercise by the use of fiduciary 
shares so that, when added to the shares 
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held by him beneficially, they gave him 
voting control. But, apart from this 
construction, once appeal to outside 
control was rejected, there was no 
answer to the contention that the case 
was governed by the judgment in Bibby 
and Sons’ case (where Lord Simonds 
said: 
Those who by their votes can control the 
company do not the less control it 
because they may themselves be amenable 
to some external control). 


It would be a most anomalous position 
if fiduciary shares were to be taken into 
account where they were a majority of 
the shares issued by the company and 
were to be rejected when they were a 
minority. 

Viscount Simonds, Lord Cohen and 

Lord Keith all referred to Section 58 (4) 
as a “difficult sub-Section”’ or “difficult 
to construe” or a “somewhat obscure 
provision’. Lord Keith was inclined to 
read it as meaning broadly that any- 
thing done relevant to the statute was to 
be treated as done by a person, whether 
done by him alone or jointly with 
another, or by another at his direction, 
or by a company of which he had 
control within the meaning of Section 
55 (3). In the matter of control of a 
company under Section 55 it excluded a 
defence that control by an individual 
must be exercisable by him directly and 
personally. All three Lords, however, 
were of opinion that Section 58 (4) had 
little or no relevance to the facts of the 
case. 
Lord Denning, on the other hand, 
said the testator had control of the 
company within Section 55 (1) by virtue 
of Section 58 (4), though not for any 
other reason, since the relevant effect of 
Section 58 (4) was that control by means 
of shares held jointly with other persons 
sufficed for the purposes of Section 55, 
and, though in general voting power 
conferred by shares held by a trustee 
was to be disregarded, it was not to be 
disregarded when the trust was created 
by the trustee as settlor. He said: 


. . . Parliament has considered joint 
holdings and provided for them. It has 
done so in Section 58 (4). It says that, 
whenever the Act refers to a “‘disposition”’, 
“power” or “‘any other act’”’ being made, 
exercised or done by any person, it 
includes cases when it is made, exercised 
or done by him and another jointly. The 
sub-Section does not, in terms, say that 
when the Act refers to “control being 
had” by any person it includes control 
which is had by him and another jointly, 
but it is, to my mind, sufficiently 
comprehended. 


As a consequence of Section 58 (4), a 
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simireo 
(LATE MYERS OF MOORGATE) 


Conference Rooms and Executive Suites 
Interior Decorations - Carpets — Hangings 
* 
General Office Furniture 
Lateral and Vertical Filing Cabinets 
Cupboards and Shelving 
* 


Directors’ Dining Rooms 


General Canteen Equipment 
Drawing Office Supplies 
Linoleum and Rubber flooring 


* 
Renovations and Removals 
* 
Full allowance for obsolete equipment 


COMPLETE CONTRACTS UNDERTAKEN 
68 NEW BOND STREET, W.1 
Telephone: MAYfair 0977/8 


INSTITUTE OF 
ARBITRATORS 


Founded 1915 


The Institute seeks to promote the 
settlement of disputes by arbitration; to 
afford instruction in the law and practice 
of arbitration; to admit qualified persons 
to membership and foster their in- 
terests; to maintain a panel of ex- 
perienced arbitrators; and to provide a 
central organisation in furtherance of its 
objects. 

Practice Arbitrations are arranged, 


often in co-operation with other pro- 


fessional bodies, lecture meetings are 
held and examinations take place twice 


yearly. 


10 NORFOLK STREET, LONDON, W.C.2 
Temple Bar 407! 
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man wno nad control of a company 
jointly with others had control of the 
company for the purposes of Section 55, 
and his assets must be valued accord- 
ingly. If he held the joint holding in a 
fiduciary capacity only it did not count; 
but if he held it beneficially or was 
himself the founder of the joint holding, 
having created it by his own disposition, 
then it counted as giving him control 
just as if he were a single owner. The 
testator in the case had control of the 
company, not because his name came 
first on the register but because he was 
the founder of the settlement and one of 
the joint holders of it. 

Another question—much discussed— 
was whether Section 55 (3) was an ex- 
haustive definition of the words “‘control 
of the company” in sub-Section (1) or an 
expansive provision, extending the scope 
of those words beyond their natural 
meaning. The House (Lord Reid and 
Lord Denning dissenting) adopted the 
latter view. 


Estate Duty 

Barbados—Settlement with reservation— 
Power of revocation—Consent of trustees 
necessary—Discretion of trustees to 
withhold consent absolute—Whether 
donee of power, being settlor, was 
competent to dispose of property—Estate 
and Succession Duties Act, 1941 (Laws of 
Barbados, No. 16 of 1941), Section 3(a)— 
Finance Act, 1894, Section 22 (2) (a). 


The case of Commissioner of Estate 
Succession Duties Bowring (Privy 
Council, 1960, 3 All E.R. 188) raised a 
question on which there appears to be no 
previous decision in point. By a deed of 
trust a donor directed that the trustees 
should pay the income of the trust fund 
‘to her during her life “together with such 
‘parts of principal as the trustees in their 
uncontrolled discretion shall deem ad- 
visable for the comfort and support of 
tthe donor.” The settlement further 
provided that the donor during her 
lifetime should have the right at any 
‘time or times to amend or revoke the 
‘trust, either in whole or in part, by an 
instrument in writing, “provided, how- 
ever, that any such amendment or 
revocation shall be consented to in 
writing by the trustees.” The deed was 
-executed in the State of Massachusetts, 
U.S.A., and contained a provision that it 
‘should be governed by the laws of 
Massachusetts. On the death of the 
-donor estate duty and succession duty 
-were claimed in Barbados from the 
-executor of the donor, on the footing 
‘that the donor was “competent to 
«dispose of” the property comprised in 
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the deed within the meaning of Section 
3 (a) of the Barbados Estate and 
Succession Duties Act, 1941. This 
provision is practically identical with 
Section 22 (2) (@) of the Finance Act, 
1894, and reads as follows: 
A person shall be deemed competent to 
dispose of property if he has such an 
estate or interest therein or such general 
power as would, if he were sui juris, 
enable him to dispose of the property, 
including a tenant in tail whether in 
possession or not; and the expression 
“general power”’ includes every power or 
authority enabling the donee or other 
holder thereof to appoint or dispose of 
property as he thinks fit, whether 
exercisable by instrument inter vivos or 
by will, or both, but exclusive of any 
power exercisable in a fiduciary capacity 
under a disposition not made by himself 
or exercisable as mortgagee. 


The respondent executor appealed 
against the assessment to the Barbados 
Court of Chancery which dismissed the 
appeal, but the Federal Supreme Court 
of Barbados reversed the decision of the 
lower Court. Rennie, J., after con- 
sidering expert evidence as to Massa- 
chusetts law said: 

The only conclusion one can come to on 

the totality of that evidence is that the 

trustees possessed a wide discretion in 
relation to their consenting to the re- 
vocation of the trust and that the courts 
of Massachusetts would not compel them 
to give their consent unless it could be 
shown that they acted dishonestly and 
from an improper motive. That re- 
straining power of the trustees amounts 
in my view to a fetter on (the donor’s) 
right to revoke the trust and is a suffi- 
cient fetter to render her not competent to 
dispose of the property as she thinks fit. 
Lord Cohen, who delivered the judg- 
ment of the Board, said that their 
Lordships agreed with the above- 
mentioned passage from the judgment 
of Rennie, J., and approved Re Churston 
Settled Estates (1954) Ch. 334. They were 
satisfied that, on the true construction of 
Section 3 (a) of the Barbados Act of 
1941, a person cannot be said to have a 
general power making him competent 
to dispose of property within the 
meaning of that provision if the consent 
of trustees is required to the exercise of 
that power, and that provision is so 
framed that the Court will not control 
the trustees in the exercise of the power 
if they act honestly and not from an 
improper motive. The Barbados Act 
was a taxing Act and their Lordships 
would not be justified in giving to the 
words used an extension of meaning 
which they would not naturally bear. 
Accordingly, the restraining power of 
the trustees under the deed, by virtue of 
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their discretion to withhold consent, 
amounted to such a fetter on the donor’s 
right to revoke the trust as to render her 
not competent to dispose as she thought 
fit, and she was not, therefore, “com- 
petent to dispose”’ within Section 3 (a) 
of the Act. 


Tax Cases— 
Advance Note 


Court OF AppEAL (Lord Evershed, 
M.R., Willmer and Upjohn, L.JJ.) 
Re Sutherland, deceased, Winter and 
others v. C.I.R. July 22, 1960. 

Their Lordships unanimously dis- 
missed this appeal by the trustees from 
the decision of Danckwerts, J. (see 
ACCOUNTANCY for September, 1959, 
page 483), who had held that, in 
valuing the deceased’s shares in the 
company under Sections 50 and 55 of 
the Finance Act, 1940, balancing charges 
payable as a result of the sale of the 
ships in question were not to be taken 
into account. 


Subscriptions to 
ACCOUNTANCY— 
Schedule E expense 


The Inland Revenue has agreed 
with the Council of the Institute 
of Chartered Accountants in 
England and Wales (see Ac- 
COUNTANCY, November, 1959, 
page 626) that a member who 
qualifies for relief under Sec- 
tion 16 of the Finance Act, 1958, 
and has his subscription to the 
Institute allowed as a deduction 
under Schedule E, is also 
entitled to have his subscription 
to ACCOUNTANCY allowed as a 
deduction. 
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The Month in the City 


Markets Quiet and Strong 

After the very general decline in security 
prices in July, August—despite a falling 
off in turnover, which not uncommonly 
means sagging prices—brought an 
almost equally general recovery. The 
exception to the rule was provided by 
fixed interest stocks other than the 
Funds. Industrial Preference shares and 
debentures, after a very modest im- 
provement, showed a net fall on the 
month, but the Funds improved appre- 
ciably and, more important, developed 
a quite firm tone in the closing days—an 
indication that the official policy in this 
market had gained at least a partial 
success. The rise in industrial Ordinary 
shares at one time reached almost 9 
per cent., the index of the Financial 
Times touching 337.4, or not much 
below its record. This recovery is a 
remarkable tribute to the confidence of 
British investors in the ability of British 
industry to hold its own. It occurred in 
the face of a number of developments, 
at home and abroad, which might in 
different circumstances have been held 
to discourage investment: to mention 
only some of the most important, 
continuing troubles in both the Congo 
and Cuba, the absence of any sign of 
improvement in United States activity— 
except in so far as Wall Street was 
generally in rather better trim—and the 
repeated incidents suggesting that Russia 
was determined not to neglect any 
opportunity to create a state of suspense. 
At home there have been indications 
that expansion in industrial production 
may have halted; a number of strikes, 
actual or threatened, which bode ill for 
the general level of costs; a fall in car 
exports to the level of a year ago; and 
actually an increase in unemployment, 
clearly occasioned by an increase in 
new claimants for jobs. 


Basis for Optimism 

Why have markets improved generally 
in face of so many disturbing factors? 
Current talk suggests a number of 
reasons, apart from the appearance of a 
considerable number of very satis- 
factory company reports. Before the 
last few days of the month brought a 
fall of five points in the industrial 
Ordinary index, the chartists were 


busy saying that the course of prices 


indicated a new breakthrough towards 
record levels. Now this seems even less 
certain. The market has been buoyed up 
by the expectation of a lower Bank 
Rate. Money has been flowing into 
London in almost embarrassing quan- 
tity—although not to the extent that it 
has flowed to Switzerland and West 
Germany—and there is talk of an 
acceleration of repayments to the 
International Monetary Fund which, if 
it occurred, would later ease the strain 
on a possible reversal of the flow of 
balances. Not all the money coming to 
London is “hot”? or even warm. There 
have been substantial investments in 
United Kingdom securities by the 
Continent, partly on the basis of fair 
yields and partly because the hopes of 
better relations between Britain and the 
Six, with or without the assistance of 
the remainder of the Seven, have been 
talked of daily. The extraordinary steps 
taken by West Germany and Switzer- 
land to discourage the influx of funds 
have brought some here and have 
encouraged people to buy gold in 
London—still the cheapest market for 
the Continent—with the result that a 
record price has been established on the 
basis of the highest turnover since free 
dealings were resumed. This has gone 
hand in hand with strength in sterling 
and that, coupled with the first fall in 
bank advances for two years, encourages 
belief in lower short-term rates. The net 
effects of these factors, as reflected in 
the indices of the Financial Times, have 
been, as between July 29 and August 31, 
a fall from 87.69 to 87.65 in fixed 
interest and rises from 79.32 to 79.73 in 
Government securities, from 309.4 to 
332.3 in industrial Ordinary and from 
64.3 to 65.6 in gold mining. The margin 
between the yields on Old Consols and 
equities rose from 1.14 at end July to 
1.41 on August 24 and closed at 1.22. 


Issues and Bids 

The amount of new money raised in 
August was, according to the figures of 
the Midland Bank, only some £23 
million compared with an average of 
£55 million in recent months. Two 
issues illustrate the change in sentiment 
towards gilt-edged stocks during the 
month. About half the Australian cash 
and conversion issue, announced on 


1960 


page 474 of accouNTANCy for July, 
was left with the underwriters, while the 
issue of £12 million of Surrey County 
Council stock, made on very similar 
terms at the end of the month, was fully 
covered. It is true that £5 million of the 
total has been taken firm by the under- 
writers, but that alone is an indication 
of the change in popularity of such 
stocks. One form of activity not 
affected by the holiday was that of 
fusions by one means or another. The 
first news to break was that of the 
acquisition by Electrical and Musical 
Industries of the holding of Mr. D. W. 
Morphy in Morphy-Richards, followed 
by an offer for the remainder of the 
shares and, later, by the news that a 
second director had sold out. It soon 
became evident that the Board of the 
company was split on the desirability of 
the takeover, but those who do not 
favour it have done no more than advise 
shareholders to consuli their brokers as 
to whether they should accept or not. In 
the public interest it seems a pity that 
this go-ahead firm should lose its 
independence. Meanwhile, the Iron and 
Steel Holding and Realisation Agency 
has sold Lianelly Steel to Duport for 
£1,750,000; Elliott-Automation has made 
a bid for Rheostatic; in the paint 
industry there is a new proposal for the 
fusion of Lewis Berger and Jenson and 
Nicholson; there is a bid pending for 
Howards, chemical manufacturers, of 
Ilford; Typhoo Tea may be taken over 
by an American concern; James Howell 
is trying to obtain control of the South 
Wales firm of McCowards; and an offer 
by Allied JIronfounders for Bilston 
Foundries is so attractive that it will 
almost certainly be accepted. Finally, 
there are two further suggested fusions 
in the brewery industry, that of Joshua 
Tetley and Walker Cain, and another of 
John Smith's Tadcaster and the Barnsley 
and Yates Castle firms. 


Non-Voting Shares 

A development of some interest is the 
direct rejection by insurance companies 
who were holders of non-voting shares 
in Thorn Electrical of a further offer of 
similar shares. This is not a very clear 
case because, according to the Articles 
of the company, Ordinary and “A” 
shares have equal rights except in the 
matter of votes, and it was claimed that 
holders of both classes should have been 
offered voting shares, whereas in fact 
each was offered shares of the class 
already held. None the less, it is evident 
that the institutions are opposed to the 
extension of the practice of issuing 
shares with no votes. 
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For the first time, a machine is available 


at realistic cost which offers unlimited 
breakdown facilities. Designed by an 
H AV E YO U A accountant exclusively for use by 
practising accountants, the SWEDA desk 
analysis machine speeds audit routine st or 
STAFF PROBLEM ® and cuts costs by as much as 50 per cent. ae 9 


Study these advantages. 


Mechanised Analysis by WV 


@ Does not require trained operator 


@ Gives accurate results 
on 
+m 345-00 @ Cuts analysis time by as much as 
oe - 
+ 124-00 @ Can be used in the office by anyone 
me ye after only ten minutes instruction 
woe 
we 035-10-0 @ Keyboard entry capacity 
£9,999 :19:11 
0 @ Full ‘working paper’ information 
always available 
000-26 isi 
- : @ Each item printed under requisite 
analysis column heading 
624-002 Grand total of all items 
_ 2 e+ 255-0-02 @ Prints individual totals of analysis 
we 
me 223-0-02 @ Prints automatic cross-cast of an- 
299-7-02 alysis columns 
** 3935-13-6T 
Audit roll 
showing total 


and sub-totals 


004? 


LONDON OFFICE MACHINES LTD on for 
: an £3 a week, this unique machin 
Terminal House, Grosvenor Gardens, London, SW1 is built for YOU. Write for details 
Phone: SLOane 0407 (4 lines). ... or better still ring your nearest 
Branches at Belfast Birmingham Bristol Dublin Edinburgh Glasgow L.O.M. Branch fora demonstration. GweEep,s 
Leeds Manchester Newcastle Norwich Nottingham Southampton 
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Neville Jndustrial Securities Ltd. 


Neville Developments Ltd. 


Provide a complete service for the Public Flotation of Companies. 
Financial arrangements can also be made with Owners of Companies too small or 
not suitable for flotation with a view to the alleviation of their Sur-tax and Death 


Duty problems. 


For the information of investors a Quarterly List giving particulars of all companies sponsored 
is available on application. 


Reville Bouse, 42-46 Bagley Road, Cdgbaston, Birmingham, 16 


Telephone: Edgbaston 543 1-2-3-4 
Telegrams: Trusnevil Birmingham 


Established 1807 


FULLER, HORSEY, SONS & CASSELL 


INDUSTRIAL AUCTIONEERS AND VALUERS 


@ Plant and machinery valued for balance sheets, amalgamations, 
new issues, estate duty, fire insurances, etc. 


Auctions anywhere in the British Isles. 


Surveyors and valuers of factories, mills, wharves and warehouses. 


_ Estate agents for all industrial premises. 


All business conducted from the City of London 
10 LLOYD’S AVENUE, LONDON, E.C.3 


Telephone: ROYal 4861 (4 lines) 
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Points From 
Published Accounts 


A Rather Mixed Bag 

It is now a frequent occurrence to come 
across redesigned accounts. More and 
more companies are appreciating the 
goodwill and enhanced publicity that 
can stem from a new approach to the 
presentation of their annual accounts; 
many are now stimulating interest 
afresh each year with variations in the 
format. 

Parmiter, Hope and Sugden has this 
year joined the ranks of those adopting 
a new format. The layout is attractive 
and a plain, stiff cover has been used in 
a unique manner, a cut-away edge 
disclosing the name of the company and 
the year to which the accounts refer on 
the underneath page. 

However, the new treatment is con- 
fined merely to matters of presentation. 
The balance sheets and profit and loss 
account are constructed in the same 
way as before; that is to say, the com- 
pilers have not seen fit to go over to a 
“tabular” presentation. Neither have 
they seen fit to adopt a classification of 
current assets that is less open to 
challenge. Included in the balance-sheet 
total of £171,661 under this head are 
unquoted investments of £4,000 against 
£14,000. Admittedly the amount is 
small in relation to the total involved 
but, as a matter of principle, one is 
bound to ask whether it is desirable to 
include unquoted investments in current 
assets. Current assets are essentially 
assets that can be disposed of quickly if 
the need arises. Quoted investments can 
be realised very quickly on the Stock 
Exchange, but it is not always so easy to 
sell a hoiding in a private undertaking. 

This, admittedly, is a small point, but 
it does tend to detract from a set of 
accounts whose appearance is refresh- 
ingly alive. So, too, does the absence of 
a chairman’s statement, especially as 
there is no other amplifying information 
apart from the directors’ report and 
three pages of illustrations. 

Marryat and Scott has adopted a 
rather different approach to a new 
presentation for its annual accounts. 
The same simple style has been adhered 
to, but, instead of a coloured paper 
throughout, the compilers have now 


employed a good quality white paper, 
picking out the comparative figures on a 
coloured background. 

Referring to the change the chairman, 
Mr. Murray D. Scott, says: “The 
directors have thought it appropriate 
this year to alter the design of the 
accounts to arrive at a presentation 
which they trust you will agree is both 
more attractive and easier to read.” 
This hope is certainly vindicated by the 
result. 

It is interesting to note that the con- 
solidated profit and loss account has 
now been moved to the front, instead of 
appearing between the parent and 
consolidated balance sheets. 


. . . the Wood for the Trees 

The gulf which exists between the 
presentation of accounts of public 
companies and those of private under- 
takings and professional societies is 
often painfully wide. This is borne out 
by a perusal of the 1959 accounts of the 
Royal Economic Society. It seems to be a 
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hallmark of accounts in this category 
that all figures are taken to the nearest 
penny, and the accounts of the Royal 
Economic Society are no exception; it 
seems a little incongruous when the 
accounts are dealing in quite sizeable 
totals. 

The amount of detail that goes into 
the accounts, too, is a matter for com- 
ment. It seems debatable, for instance, 
whether members are likely to be par- 
ticularly interested in knowing how much 
it cost to produce each of the society’s 
publications. Surely it would be enough 
merely to state how much profit or loss 
had accrued in each case. This at least 
would go some way towards reducing 
what appears to be a formidable mass of 
figures, closely set in two pages. 

It must seem a little confusing, too, to 
many readers to see both a capital 
account and a balance sheet, with items 
in the former being derived from each 
of the other accounts. Of particular 
note is the inclusion of “‘Appreciation of 
investments . . . £27,020 9s. 6d.”” as an 
item of capital income. Income, of any 
sort, only accrues when it is actually 
received, and such a designation is mis- 
leading, to say the least. Again, it is 
confusing to see, in the Publishing 
Account, a loss of £28 “On sale of 
Cantillon” transferred tocapital account, 
and a loss of 14s. 11d. “On sale of 
Unwin” transferred to revenue account. 
When accounts give rise to anomalies of 
this nature they surely tend to defeat 


their own purpose. 


ROYAL ECONOMIC SOCIETY 
Accounts for Year Ended 31st December, 1959 


Dr. REVENUE ACCOUNT Cr 
EXPENDITURE INCOME 
Journal: Subscriptions: 
Printing, Paper and Arrears at Dec. 31, 
Distribution 7,701 16 11 1958 “ 543 15 0 
Contributors .. a aa Accrued during year 5,766 1 0 
————— 8,620 19 11 
6,309 16 0 
Grants: Less amount written off 
Economic History So- less adjustment for 
ciety 350 00 earlier years .. 
International Economic Arrears at Dec. 31, 1959 965 0 10 
Association “ 71 5 0 —————. 5,027 3 8 
—————_._ 421 5 O | Dividends and Interest 3,457 6 4 
American Tax for 1958 
Rent, Office Expenses and Equipment 264 0 3 recovered 
Salaries, National Insurance and Pen- —————— 3,607 8 8 
sion Contributions .. 3,277 18 3 | Advertisements in Journal 109 17 8 
Printing and Stationery 255 8 7 .| Sales of Journal: 
Postage .. ba ae 119 8 7 Current Volume . 2,476 19 6 
Loss on Sale of Publications .. — 14 11 ————. 2,728 5 4 
Transfer from Capital Account of 
1/30th of Accumulated Life Subscrip- 
Excess of Expenditure over Income 789 15 3 
£13,164 15 7 £13,164 15 7 
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PUBLISHING ACCOUNT 


Sales during year: 


Ricardo 74310 1 
Bentham on ion 105 15 3 
Walras ol 26 8 8 
Teaching of Economics 411 4 
Marshall's Official 
Papers 233 3 7 
Adam Smith Library 210 0 
Hume 8 5 0 
Readings in Economic 
History 31 18 O 
Cantillon i aS 100 0 0 
1,046 1 il 
Transfer to Capital Ac- 
count: 
Loss on sale of Can- 
tillon 28 0 0 
Transfer to Revenue Account: 
Loss on sale of Unwin “a a 14 11 
Stock on Hand and Work 
in Progress at Dec. 
31, 1959: 
Bentham Gee 9 § 
Walras oP 93410 9 
Teaching of Economics 52 18 2 
Marshall’s Official 
Papers ‘si as 33 8 7 
Cantillon 
Adam Smith Library .. 20 9 O 
Marshall’s Variorum 9.275 7 10 
18,544 12 0 
£19,619 8 10 


CAPITAL ACCOUNT 


Stock on Hand and Work in patie 
at Dec. 31, 1958 "¢: . 18,488 5 7 
Production Costs of the 
Society’s Publica- 
tions: £ a. & 
Bentham 
Keynes ‘ 181 6 I 
Marshall’s Official 
Hume 8 5 0 
Readings in Economic 
History ‘6 32 12 11 
Marshali’s Variorum. . 23.41 7 
Cantillon 300 
Lie 3 3 
£19,619 8 10 
EXPENDITURE 
£ s. d 
Proportion of Life Subscriptions 
Transferred to Revenue aa 902 5 0 
Loss on sale of Cantillon és 28 00 
Balance at Dec. 31, 
1959: £ 
General Capital . 113,322 8 10 
Accumulated Life 
Subscriptions . 26,165 2 0 
139,487 10 10 
Deficit on Revenue Account 789 15 3 
£141,207 11 1 


INCOME 


Balance at Dec. 31, 


1958: 
General Capital . 87,119 14 7 
Accumulated Life 
Subscriptions . 26,244 17 11 
————— 113,364 12 6 
Life Subscriptions and Library Com- 
positions received during year . . 822 9 1 
Appreciation of Investments -. 27,020 9 6 
£141,207 11 1 


BALANCE SHEET as at December 31, 1959 


£ & 

Due to Bankers on General Account 254 12 6 

Sundry Creditors 1,347 11 10 

Subscriptions received in advance _ 245 611 
Capital: d. 
General ab 113,322 10 

Accumulated Life 

Subscriptions .. 26,165 2 0 

————_——— 139,487 10 10 

£141,335 2 1 


£ & 
Cash in Hand: 
Imprest Account .. 30 110 
Investments at Market Value ‘at Dec. 
-. 120,998 0 0 
Sundry Debtors: £ 
Buckmaster & Moore 
General 
Tax Recoverabie: 
American .. 
British for 1959 .. 1,031 6 11 
—————-_ 1,262 8 3 
Journals in Stock 500 0 O 


Publishing Account: 
Stock in hand and workin progress 18,544 12 0 


£141,335 2 1 


AUDITORS’ CERTIFICATE 


We have examined the foregoing Statement of Accounts with the books and vouchers and certify 
the same to be correct in accordance therewith. The Investments and Bank Balances have been 


verified. 


NorRwWICH UNION BUILDINGS, 
DOwNnING STREET, CAMBRIDGE. 
February 17, 1960. 


PETERS, ELWORTHY & MOORE 
Chartered Accountants 


Note—The figures for 1958 have been omitted to save space. 
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—aAnd an Improvement 
Associated Newspapers has presented 
its accounts in a new form this year. 
The accounts have been enlarged and 
now include illustrations of some aspects 
of newspaper production—linotype 
operators at work, newsprint reels for 
the presses, and adding a stop press 
item. Interesting facts about the group’s 
operations have now been included 
also, and it is clear that the compilers 
have gone all out to hold the attention of 
the reader with little snippets of in- 
teresting information to support the 
main presentation of the accounts. The 
chairman’s statement has _ been 
brightened up considerably with large 
sub-headings printed on a blue back- 
ground. This, allied with a large type 
face, has the effect of making the state- 
ment much more readable. The appro- 
priation account now follows directly 
below the profit and loss account, 
instead of on the facing page as pre- 
viously, and both balance sheets have 
now been incorporated in a double-page 
spread, with the parent’s account on the 
left and the group account on the right, 
separated by the narrative. 

The additional space devoted to these 
accounts is more than repaid by the 
brighter and more readable appearance. 


More Informative Accounts 

Not many companies go to the extent of 
breaking down their profit figures to 
show how they are derived, as does 
Henry Hope and Sons, one of the 
leading manufacturers of metal windows 
in this country. The nature of the group’s 
business means that much of its turn- 
over is derived from overseas, and this 
is no doubt the motive behind showing 
how much of the total profit is con- 
tributed by the oversea subsidiaries, 
how much stems from the U.K. parent, 
and how much from the U.K. sub- 
sidiaries. Other income is also shown 
separately, item by item. The usefulness 
of this profit and loss account is further 
enhanced by two years’ comparative 
figures, tastefully set out in green. 

The provision of two years’ compara- 
tive figures does not extend to the 
balance sheet, where it would have 
tended to clutter up an otherwise neat 
presentation. The compilers have pro- 
duced a very commendable and in- 
formative set of accounts, well sup- 
ported with illustrations and ancillary 
information, which includes a five-year 
comparison of consolidated results. This 
is comprehensive, taking in balance- 
sheet figures as well as profit items, and 
consideration might well be given to 
extending it to cover a ten-year period. 
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Legal Notes 


Contract and Tort— 

Rogue Impersonating Reputable Man 
Ingram y. Little [1960] 3 W.L.R. 504 
was one of those cases in which the 
courts have to decide which of two 
innocent parties must suffer for the 
fraud of a third party. The plaintiffs 
advertised their car for sale and a man 
whom the plaintiffs did not know called 
at their house, gave his name as H. and 
offered a price which was acceptable to 
the plaintiffs. He then pulled out a 
cheque book and when one of the 
plaintiffs told him that they would sell 
only for cash, he gave his initials and an 
address in Caterham. Another of the 
plaintiffs then looked up a telephone 
directory and found that there was a 
Mr. H. with those initials at the address 
given. The plaintiffs then believing that 
the man before them was the real Mr. H. 
let him have the car in exchange for his 
cheque. The real Mr. H. had nothing to 
do with the transaction and the rogue’s 
cheque was not met. The rogue sold the 
car to the defendant who bought in 
good faith and the plaintiffs sued the 
defendant for the return of the car or its 
value. 

If there had been a contract between 
the plaintiffs and the rogue for the sale 
of the car, they could of course have 
avoided the contract as between them- 
selves and the rogue, but the innocent 

| defendant would have obtained a good 
title to the car before the contract was 
avoided. The Court of Appeal held, 
however, by a majority that there was no 
contract at all between the plaintiffs and 
the rogue with the result that the plain- 
tiffs retained the property in the car. 
The question in such cases was whether 
a plaintiff could prove that, contrary to 
the prima facie presumption, he was not 
contracting with the physical person to 
whom he was speaking but with another 
individual whom (to the other party’s 
knowledge) he believed to be the physi- 
cal person present. In this case the 
plaintiffs’ offer to sell the car for a 
cheque was not addressed to the rogue 
but to the real Mr. H., and the rogue was 
incapable of accepting that offer. 

Devlin, L.J., in a dissenting judgment 
held that the plaintiffs did intend to 
contract with the person who was 
actually present; they were not funda- 
mentally concerned with his identity but 


with his creditworthiness and a mistake 
on that point made the contract voidable 
and not void. The learned Judge also 
made the interesting suggestion that 
Parliament might consider whether it 
was practicable to amend the law so that 
the courts might apportion the loss be- 
tween innocent parties in a case of this 
kind and not leave one party to suffer 
the whole loss. 

Leave to appeal to the House of 
Lords was given and it is to be hoped 
that their Lordships will have an oppor- 
tunity of clarifying the law on this 
difficult point. 


Contract and Tort— 

Whether Contract can be set up by Third 
Party as Defence in Tort 

Another important case which may end 
in the House of Lords is Midland 
Silicones Ltd. v. Scruttons Ltd. [1960] 
3 W.L.R. 372, in which the Court of 
Appeal held that the consignees of a 
drum of chemicals were entitled to 
recover £593 damages in tort from 
stevedores who had negligently damaged 
the drum when lowering it from a dock 
transit shed on to a lorry. The drum was 
being carried under a bill of lading 
which limited the carrier’s liability to 
£179 for any one package and the 
stevedores claimed that, even if they 
were not parties to the bill of lading, 
their liability in tort was also limited to 
the same figure. 

The general principle is that defend- 
ants in an action in tort cannot rely as a 
defence upon a contract between the 
plaintiff and a third party to which they 
themselves were not parties. There are 
various exceptions to this rule, such as 
exceptions dependent on trusts or 
covenants running with land, and also 
an apparent exception where one party 
to a contract is shown to have contracted 
as agent for an undisclosed principal. 
There was moreover some authority for 
the stevedores’ argument that there was 
an exception applicable to the carriage 
of goods; if the tort of negligence was 
committed in the course of delivery of 
goods under a bill of lading, that was 
not an independent tort unconnected 
with the performance of any contract; 
the act would be done in the course of 
rendering the very service provided for 
in the bill of lading and the limitation of 
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liability must attach, whatever the form 
of action and whether the ship or the 
stevedore was sued. 

It had been held previously in Adler 
v. Dickson [1955] 1 Q.B. 158 that no 
such exception applied to the law 
of the carriage of passengers by sea and 
that the master of a ship was not pro- 
tected against an action for tort brought 
against him by a passenger by reason of 
the conditions on the sailing ticket issued 
by the shipping company otherwise than 
as agent for the master. The Court of 
Appeal held that the same rule applied 
to the carriage of goods and that the 
stevedores were not protected. 


Contract and Tort— 
Collision with Unlit Stationary Car 
The lights of a car suddenly failed and 
the car was towed by a friendly lorry to 
a position near a street light. Soon after 
the car had reached this position, a 
second car ran into it from behind. In 
Parish v. Judd [1960] 1 W.L.R. 867 a 
passenger in the second car sued the 
owner of the first car in nuisance and 
negligence. 
Edmund Davies, J., held that the 
action failed. To be a nuisance an un- 
lighted car must not only be an obstruc- 
tion upon the road but also a danger and 
in his view the place where the first car 
was standing was sufficiently well lit to 
present no danger to road users. As to 
negligence, the presence of an unlit 
vehicle at night on a dark road would 
raise a presumption of negligenc 
against the person responsible for the 
vehicle, but in this case the defendant 
had rebutted that presumption by show- 
ing that he had kept his car maintained 
not in the manner in which the most 
highly skilled mechanic might act but in 
the manner in which a _ reasonably 
prudent owner of a car could be ex- 
pected to act. 
It had been conceded by the plaintiff’s 
Counsel that the driver of the second car 
had been negligent in his driving, but as 
he was the plaintiff’s husband she could 
not bring an action in tort against him; 
to be successful against the owner of the 
first car she needed to prove only that 
he was negligent in some degree. 


Miscellaneous— 
Meaning of “Gainfully Employed” in 
National Insurance 
The case of Benjamin vy. Ministry of 
Pensions and National Insurance [1960] 
3 W.L.R. 430 on the position of a 
solicitor’s articled clerk under the 
National Insurance Act, 1946, was 
dealt with in a Professional Note on 
page 440 of our August issue. 
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An Accountant’s Guide 
to Recent Law 


ACTS OF PARLIAMENT 

Finance Act, 1960. 

Appropriation Act, 1960. 

Offices Act, 1960. Making further and better 
provision for health, welfare and safety in 
offices. 

Corporate Bodies Contracts Act, 1960. 
Amending the law governing the making of 
contracts by or on behalf of bodies corporate. 
Betting and Gaming Act, 1960. Amending law 
with respect to betting and gaming and 
lotteries. 

Caravan Sites and Control of Development 
Act, 1960. Making further provision for the 
licensing and control of sites. 

Road Traffic and Roads Improvement Act, 
1960. Amending law with regard to parking 
places and providing for punishment without 
prosecution for offences relating to lights, 
parking, etc. 

Statute Law Revision Act, 1960. Repealing 
obsolete enactments. 


STATUTORY INSTRUMENTS 

No. 1197. Treasury (Loans to persons other 
than local authorities) (Interest) (No. 2) 
Minute. Increasing the rate of interest charge- 
able on loans advanced otherwise than on 
security of local rates. 

No. 1210. National Insurance (Graduated 
Contributions and Non-Participating Employ- 
ments—Miscellaneous Provisions) Regula- 
tions. Providing for payment of contributions 
in the case of persons employed both in par- 
ticipating and in non-participating employ- 
ment, and the calculation of excess contribu- 
tions. 

No. 1215 (C.10). National Insurance Act, 
1959 (Commencement) (No. 2) Order. 
Providing that April 3, 1961, and April 6, 
1961, shall be the dates for the contribution 
week and the income tax week respectively. 
No. 1216. Licensed Dealers (Conduct of 
Business) Rules. Regulating conduct of busi- 
ness by persons licensed to deal in securities 
under the Prevention of Fraud (Investments) 
Act, 1958, and replacing the Rules of 1939 by 
more stringent ones. 

No. 1226. National Insurance (Pensions, 
Existing Contributors) (Transitional) Amend- 
ment Regulations. Providing for the taking into 
account for the purpose of benefit of 1936 to 
1941 contributions for the 1947/48 contribu- 
tion year. 

No. 1242 (C.11). Road Traffic Act, 1956 
(Commencement No. 10) Order. Introducing 
40 m.p.h. speed limit in London traffic area. 
Draft. Double Taxation Relief (Taxes on 
Income) (Italy) Order. Providing for arrange- 
ment between U.K. and Italy. 

No. 1248. Opencast Coal (Annual Value and 
Other Land) (Variation) No. 2 Regulations. 
Raising prescribed percentage to 7 per cent. 
No. 1262 (L.12). Rules of the Supreme Court 
(No. 2). Amending inter alia the Rules relating 
to taxation of costs payable to a trustee or 
personal representative out of estate. 

No. 1263 (L.13). Rules of the Supreme Court 
(No. 3). Making amendments as result of 
Mental Health Act, 1959. 

No. 1283. National Insurance (Hospital In- 
Patients) Amendment Regulations. Providing 


for adjustment of benefit. 

No. 1311. Acquisition of Land (Rate of In- 
terest on Entry) Regulations. Increasing rate 
of interest to 64 per cent. 

Draft. National Insurance (Married Women) 
Amendment Regulations. Providing that 
married women will be treated in the same 
way as other persons for graduated contribu- 
tions purposes. 

No. 1322. Trustee Savings Banks (Special 
Investments) (Limits) Order. Increasing the 
limit to £3,000 for special investment. 

No. 1353. Post Office (Execution of Docu- 
ments) Amendment (No. 1). Changing the 
signing powers conferred on officers of 
Contracts Department of Post Office. 


DECISIONS OF THE COURTS 
Building Contract 
Where certificate for payment withheld by 
engineer the reference could be submitted to 
arbitration before the completion of the works, 
since this was within the exception in I.C.E.G. 
conditions of contract. 
A. E. Farr Ltd. vy. Ministry of Transport. 
(1 W.L.R. 956.) 
Contract 
Formation of contract held prevented where a 
rogue impersonated a reputable businessman. 
Ingram v. Little. (3 W.L.R. 504.) See page 
543. 
Factory 
The duty of employer under Section 14 (1) of 
Act of 1937 to fence every dangerous part of a 
machine comprehended both the prevention of 
workman coming into contact with the moving 
parts of the machine and protection from injury 
caused by ejected or flying parts of the machine 
itself. 
Close v. Steel Company of Wales Ltd. (3 
W.L.R. 401.) 
Husband and Wife 
The mutual rights of a husband and wife in a 
joint banking account while a marriage sub- 
sisted were not necessarily the same as their 
rights on the break-up of the marriage, for 
such an arrangement was not meant to be 
attended by legal consequences as between the 
spouses during the subsistence of the marriage. 
Gage v. King. (3 W.L.R. 460.) 
and Tenant 
Option given to tenant to purchase freehold 
“at any time” was limited to the right to 
purchase at any time during the currency of the 
agreement, and therefore he could not exercise 
it after he had held over as a statutory tenant 
after the term of the agreement. 
Longmuir v. Kew. (1 W.L.R. 862.) 
Libel 
To have absolute privilege a document must 
be addressed to a body which has judicial or 
quasi-judicial functions and must be a step in 
setting in motion judicial or quasi-judicial 
proceedings. 
Lincoln vy. Daniels. (1 W.L.R. 852.) 
Master and Servant 
Manager held entitled to bonus as well as 
salary during absence through sickness. 
Orman v. Saville Sportswear Ltd. (3 All E.R. 
105.) 
Restitution 
Money received in 1941 by A.R.C.O. from 


enemy person, a Roumanian, claimed by latter 
after peace treaty, held to be money received 
to his use. 
Fischer v. Administration of Roumanian 
Property. (1 W.L.R. 917.) 
Restrictive Practices 
Restrictions relating to quantity discounts and 
sales to government Departments and other 
large buyers held contrary to public interest. 
In re Black Bolt and Nut Association's 
Agreement. (1 W.L.R. 884.) 


Arrangement approved under Variation of 
Trusts Act, 1958, to put an end to the accumu- 
lation period. 

Re Tinker’s Settlement. (3 All E.R. 85.) 
Arrangement approved varying trusts as there 
was a genuine intention to benefit the objects 
of the power, even though there was a possible 
advantage to appointor. 

Re Robertson’s Will Trusts. (3 All E.R. 146.) 


ARTICLES 
Law Times 
Vol. 230, page 
Business Premises 62 
Exchange Control and Legacies and 
Trusts 
Proper Law of a Contract ‘is 
Prevention of Fraud—Licensed Dealers 
in Securities .. +s 85 
Licences to use Business Premises 105 
Solicitors’ Journal 
Vol. 104, page 
The Effect of Building Alterations on 
Rateable Occupation 613 
The Assessment of Damages for Loss of 
Earnings ‘ 631 
Company Law Reform—The Law 
Society's Memorandum 641 
Good Cause for Late Claims in National 
Insurance 


ABBREVIATIONS USED 
All E.R. The All England Reports 
T.N.—The Times Newspaper. 
W.L.R.—The Weekly Law Reports. 
Note: Taxation cases and articles excluded 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS OF CEYLON 


Mr. L. A. Weerasinghe, F.c.a., Auditor- 
General of Ceylon, is the first President of 
the Institute of Chartered Accountants of 
Ceylon, established in December, 1959, 
by Act of Parliament in Ceylon. The ten 
members of the Council are all members of 
the Institute of Chartered Accountants in 
England and Wales except one who is a 
member of the Institute of Chartered 
Accountants of Scotland. The secretary is 
Mr. A. K. Nesaratnam. 

It is expected that the first examinations 
of the new Institute will be held in Decem- 
ber this year. Prizes will be awarded from a 
fund generously given by Mr. F. B. Lander, 
F.c.A., who prior to his retirement was 
senior partner of a firm of chartered 
accountants in Ceylon. It is hoped that the 
Colombo Plan authorities will help in 
arrangements for tutorial classes and the 
formation of a library. Scholarships will be 
offered to graduates of Ceylon University to 
enable them to enter into articles. A 
government grant is to be used for the 
erection of a headquarters building. 
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£400,000,000. 


WILLIAMS: 
ROYAL BANK Deacons” 


THREE INDIVIDUAL BANKS, each with its own extensive local 
knowledge, each serving its private and commercial customers in 
the time-honoured tradition of the Family Banker. 


ONE GROUP OF BANKS with large assets, a vast fund of 
experience, and every facility for the service of commerce 


and industry at home and abroad. 


THE THREE BANKS GROUP 


has over 450 branches in the United Kingdom 
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you are the artiste..... 


BUSINESS EFFICIENCY EXHIBITION, OLYMPIA, OCT. 35-12. See us at STAND 157 (De Luxe Balcony Level) 


Your touch on the keys, your virtuosity, 


produce the accomplished results which ensure 


your Chief’s ‘‘applause’’ and a universal ovation! 


ADLER IS THE INSTRUMENT 
OF YOUR CHOICE 


Constructed with the superb tech- 
nical skill and craftsmanship that 
ensures your complete confidence 
at the “‘overture’’ and ‘“‘finale’’ 
of each working day. It is therefore 
not surprising that the Adler Uni- 
versal receives the spontaneous 
acclamation of the World’s Pre- 
mier Typists! 


Ready made for £20 only .. . 


OR REGISTRATIONS 10 GNS. 


Forget your company ~~“ 
Registration problems 


More and more people are coming to us for Ready-formed Companies 
—it saves them time and money. £20 Fee covers all statutory documents, 
Guarantee re trading, Books and Seal. High Quality printing and first 
class service ensure entire satisfaction. No extras. 

Expert staff also handle special registrations from 8 days, Fee 10 gns: 
Company and Trade Mark searches. 


Let us send you full details and specimen Mem. & Arts. 
WRITE TO 
DEPT AY.1, HART & CO. 


(BUSH HOUSE) LTD. 
1358/9 BUSH HOUSE, LONDON, W.C.2 Tem 1938 


RAP 


ID 
YOUR ,SUCCESS 
IS ASSURED 


If you study by means of R.R.C. ‘‘no text-book” 
courses, 


Complete inexpensive tuition by qualified tutors, 
with clear-cut guarantee, for all the principal 
Accountancy and Secretarial Examinations. Also 
for Law (Bar, LL.B.), Local Government, Banking, 
Insurance, Civil Service, G.C.E., etc. 


OVER 60,000 POST- 
WAR SUCCESSES 


Write to-day, specifying your particular interest, 
to The Principal, 


THE RAPID RESULTS COLLEGE 
3 TUITION HOUSE, LONDON, S.W.19 


or call at 235, Grand Buildings, Trafalgar Square, London, 
W.C.2 (WHI 8877), or Midland Bank Honse, 26 Cross 
Street, Manchester 2 (BLA. 9515). 
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Publications 


The Control of Monopoly in the United 
Kingdom. By Paul H. Guenault and 
J. M. Jackson. Pp. ix-+-197. (Longmans: 
£1 5s. net.) 


Legislation for the control of monopoly 
is comparatively new to the United 
Kingdom, but there have been three 
Acts in the last eight years, and a book 
by economists dealing with these 
important statutes is very welcome. The 
White Paper of 1944 on Employment 
Policy recognised that agreements and 
combines, although not necessarily 
operating against the public interest, 
might very well do so, and it was against 
this background that the 1948 Act was 
passed. It instituted a rather hesitant 
system of control, with government 
action to follow only after consideration 
of the reports made by the Monopolies 
and Restrictive Practices Commission. 

Twenty-two of these reports had been 
published at the time of writing, and the 
authors describe the main restrictive 
practices revealed by them, the action 
subsequently taken by the Governmen 
and the extent to which it was effective. 

Particular prominence is given to the 
Commission’s only report under Sec- 
tion 15 of the Act, Collective Discrimina- 
tion: A Report on Exclusive Dealing, 
Collective Boycotts, Aggregated Rebates 
and other Discriminatory Trade Prac- 
tices, which became a turning point in 
the evolution of monopoly control in 
the United Kingdom. 

The Restrictive Trade Practices Act, 
1956, is briefly outlined, with its three 
Sections dealing respectively with the 
registration and judicial investigation of 
restrictive trading practices, resale price 
maintenance and the reconstitution of 
the Monopolies Commission. The Act 
recognises that certain practices should 
be prohibited unless it can be proved 
to the satisfaction of the special Court 
that they promote the public interest. 

The authors are not at all sanguine 
about the adequacy of this Act. They 
would appear to favour making all 
restrictive practices illegal, with pro- 
vision for special exemptions justifiable. 
They point out that there are positive 
dangers in incomplete and partial 


control, which may encourage forms of 
monopoly as dangerous as those it sets 
out to prevent. 

The book is well written and will be 
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invaluable to all interested in the impor- 
tant subject of monopoly control. The 
authors’ thorough and fully annotated 
analyses of the first twenty-two reports 
of the Monopolies Commission are 
especially useful. It is a pity that they do 
not devote more attention to the 1956 
Act and to suggestions for improving 
existing legislation, but they were 
obviously handicapped by their very 
limited experience of its operation at the 
time of writing. It is to be hoped that 
they will enlarge on these topics in a 
subsequent edition. 

C.1.T. 


Law of Stamp Duties (Alpe). Twenty- 
fifth edition. By Peter E. Whitworth, 
B.A., and James Mackenzie, M.B.E. 
Pp. Ixviii+664. (Jordan & Sons: 63s. 
net.) 


IT IS NOT sufficient for the adviser on tax 
planning to be conversant with the law 
of income tax, profits tax and estate 
duty only; he must have a knowledge of 
stamp duties. 

Alpe is the most venerable textbook 
on the subject: that the new edition is 
the twenty-fifth is a tribute to its repu- 
tation. The editors are a member of the 
Bar, who was formerly an Inspector of 
Taxes, and a former member of the 
office of the Controller of Stamps. 

The book is eminently practical, and 
its usefulness has been increased in the 
present edition by the inclusion of cer- 
tain decisions not to be found in the Law 
Reports or All England Reports. 

Since the previous edition there has 
been some important legislation, whichis 
dealt with in the appropriate parts of the 
book. For instance, the abolition of a 
separate head of charge for policies of 
sea insurance was effected by Section 
30 (1) of the Finance Act, 1959. The old 
law, however, is summarised in an 
appendix, as reference to it will still be 
necessary in many cases. 

The red herring of the Cheques Act, 
1957, is dismissed with proper brevity 
as having nothing to do with the stamp 
duty payable in respect of receipts. It is 
interesting to note (page 339) that the 
widespread misapprehension among 
tradesmen that no stamp is required on 
receipts of £2 or over in the case of a 
“cash transaction’’ originates from the 
law before the Stamp Act, 1870. 

The statement on page 313 on sub- 
head (2) of mortgage, bond, etc., duty 
might seem to imply that the Commis- 
sioners took the view that where the 
principal security was _ specifically 
exempted from any particular duty it was 
to be regarded as duly stamped. That 
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this is not the Commissioners’ view is to 
be seen from Henry Ansbacher & Co. v. 
C.1.R., a decision too recent for inclu- 
sion in the book. (As a matter of interest, 
Danckwerts, J., found against the 
Revenue in this case. It is understood 
that the Revenue is appealing.) 

The editors naturally deal with the 
decisions reported since the previous 
edition. The reviewer feels that it would 
have been helpful if Section 53 (1) (c) of 
the Law of Property Act, 1925, could 
have been set out in connection with 
Grey v. C.I.R., and possibly that 
paragraph and Section 53 (2) in connec- 
tion with Oughtred C.1.R. Probably 
the editors felt that these provisions 
were so well known that their inclusion 
would be superfluous, or that it might 
be the thin edge of the wedge resulting 
in wholesale reproduction of non-stamp 
duty legislation. J.L.M. 


Wheldon’s Cost Accounting and Costing 
Methods. Tenth edition, revised by 
L. W. J. Owler, F.c.us., and J. L. 
Brown, A.cC.W.A. Pp. xiii+546. (Mac- 
donald & Evans: 26s. net.) 


THE LATE MR. WHELDON’S standard work 
in its familiar light brown binding now 
reappears completely revised as a tenth 
edition. Its clarity in layout will greatly 
help the student who does so much of 
his work in artificial light, but he could 
be further assisted if bold type had been 
used occasionally to emphasise points of 
importance. The general impression can 
be compared to a good lecture, contain- 
ing all essentials but delivered in a 
monotone. 

The principles underlying all costing 
methods are clearly explained and 
illustrated by numerous examples. There 
is a tendency to border on the subject of 
general commercial knowledge (for 
example, different types of time-re- 
corders; engagement of personnel). The 
chapters on standard costing incorporate 
the technique of co-ordinating indi- 
vidual examples into one whole, using 
the same basic information, to give a 
complete picture. The key to the abbre- 
viations in these standard costing 
examples, which cover over forty pages, 
might very well be printed on a fold-out 
sheet for easy reference. 

The inclusion of chapters on internal 
auditing and profitability stresses their 
importance, but the short treatment 
given to both transport and boiler 
house costing creates the wrong im- 
pression, as important items are not 
properly considered (in the boiler house 
section, for instance, the two-part 
tariff method of charging out is omitted). 
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The constant quotation of definitions 
in the text, together with a reprint of the 
L.C.W.A. Terminology of Cost Account- 
ancy aS an appendix, is a material 
contribution towards standardisation in 
the use of costing terms. 

It is suggested that chapters should be 
included on the presentation of informa- 
tion and the role of the cost accountant. 
These could be added in preference to 
some of the 88 pages of examination 
questions and 33 pages on punched-card 
accounting. 

It is becoming increasingly difficult 
to cover this subject adequately in one 
volume at a reasonable price. The book 
is good value and the revisers must be 
commended for their work. G.T-W. 


Books Received 


Money at Work, a Survey of Investment. 
Edited by Milton Grundy. Second edition. 
Pp. xi+263. (Sweet & Maxwell: 18s. 6d. 
net.) 

The first edition was reviewed in 
ACCOUNTANCY, October, 1958. 


What Every Taxpayer Should Know About 
Income Tax. By David Shrand, M.com., 
A.S.A.A., C.A.(S.A.). Fourth edition. Pp. 108. 
(Legal & Financial Publishing Company, 
P.O. Box 3461, Cape Town: 12s. 6d. net.) 


What Every Farmer Should Know About 
Income Tax. By David Shrand, m.com., 
A.S.A.A., C.A.(S.A.). Third edition. Pp. 76. 
(Legal & Financial Publishing Company, 
P.O. Box 3461, Cape Town: 16s. net.) 


Land Ownership and Resources. A Course of 
Lectures given at Cambridge in June, 1958. 
Pp. 136. (Department of Estate Manage- 
ment, University of Cambridge, and Cam- 
bridge University Estate Management Club: 
15s. net.) 


Overseas Newspapers and Periodicals Guide 
Book. Seventh edition, edited by H. R. 
Vaughan. Pp. viii+464. (Publishing and 
Distributing Company: 30s. net.) 

Cost Planning. Report of Post Graduate 
Cost Planning Course, November, 1959. 
Edited by Robert F. Lane, F.R.1.c.s., and 
F. Michael Lee, B.sc.(ECON.). (The Royal 
Institution of Chartered Surveyors: 20s. 
post free.) 

Fifteenth Annual Return of Rates and Rates 
Levied per Head of Population (England 
and Wales) 1960/61. Pp. 112. (institute of 
Municipal Treasurers and Accountants: 
12s. 6d. net.) 


The Lending Banker. By L. C. Mather, 
B.COM., F.C.LS. Second edition. Pp. 99. 
(Waterlow: 12s. 6d. net.) 


Securities Acceptable to the Lending Banker. 
By L. C. Mather, B.com., F.c.1.s. Pp. xi+ 
240. (Waterlow: 25s. net.) 


Accuracy of Accounts 
Sir,—I read with great interest your report 
(ACCOUNTANCY, August, page 439) of Mr. 
A. W. Howitt’s paper delivered recently to 
the conference on “A Practical Guide for 
Management Decisions.’’ The view expressed 
that the accuracy of accounts is not absolute 
because of uncertainties in stock valuation 
emphasises the importance of “applying 
generally accepted accounting principles on 
a consisient basis.”” These words may be 
found in most opinions as to the accuracy 
of accounts given by professional accoun- 
tants in North America, but are a rare 
feature of British reports. This is only one 
example of the many respects in which we 
might profitably fall into line with our 
American counterparts. 
Yours faithfully, 

ALAN RIDLER, A.C.A. 

Georgetown, Demerara. 


Other People’s Money 
Sir,—The author of the article entitled 
“Other People’s Money” in your issue of 
August, 1960 (pages 455-6) comments on 
the Clerical Salaries Analysis just published 
by the Institute of Office Management. He 
says, “It is noticeable in the detailed 
analyses of women’s pay that all kinds of 
machine skill are better paid than straight 
clerical work.” 

In the lower grades (Grade B in the 
Analysis), whilst at one end of the scale the 
rate for machine operators in the Notting- 
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ham area is 43s. per week more than for 
clerks, at the other end of the scale their 
rate in Wales is 21s. less. In the higher grade 
(Grade D), operators in the West End of 
London receive 22s. per week more than 
equivalent clerks, but operators in Northern 
England receive 16s. less. These figures are 
all taken at the median rate. 

It is, therefore, far from true to say that 
all kinds of machine skill are better paid 
than straight clerical work. As the article 
states a little later, the picture is indeed one 
of supply and demand in operation; for 
example, in the City of London machine 
operators of all grades receive less than 
equivalent clerks. 

Yours faithfully, 
FAIR PLAY. 
(Pseudonym of a member 


London, N.W.10. of the Institute) 


[The contributor of the article writes: 

The Institute of Office Management’s 
own comment was: “Grade for grade, it 
appears that women using skills associated 
with office machinery are usually paid more 
than women who are ‘just clerks’.” I too 
should have used the word “usually,” but 
FAIR PLAY goes to the other extreme in 
concentrating on machine operators and 
ignoring typists, with whom the Analysis 
deals separately, and who are also using 
mechanical skill, as compared with “just 
clerks.”’ I think when he writes of Grade B 
he means Grade C.] 


Readers’ Points and Queries 


Conditions of Sale 

Reader’s Query.—It appears to be a 
growing practice among manufacturers 
and retailers of consumer and industrial 
commodities to print on their invoices 
conditions of sale which refute Sections 
13 and 14 of the Sale of Goods Act, 1893. 
Many of the implied conditions and 
warranties of the Act are invoked only 
when the parties themselves do not make 
their own arrangements, but in most 
cases goods are ordered and no condi- 
tions of sale are mentioned or seen until 
the invoice arrives. Has the seller any 
legal right in such circumstances to deny 
the purchaser the protection of the Act? 


Reply.—A contract of sale may be 


made in writing, or by word of mouth, or 
partly in writing and partly by word of 
mouth, or may be implied from the con- 
duct of the parties. There must, however, 
be a consent to buy as well as a consent 
to sell. Section 55 of the Sale of Goods 
Act, 1893, provides that where any right, 
duty or liability would arise under a con- 
tract of sale by implication of law, it may 
be negatived or varied by express agree- 
ment, or in the course of dealing between 
the parties or by usage, if the usage be 
such as to bind both parties to the con- 
tract. It is thus possible to contract out 
of Sections 13 and 14 of the Act expressly 
or by necessary implication. If, however, 
a binding contract (consisting of offer and 
acceptance) has already been made be- 
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tween the parties, it is then too late for 
the seller to try to contract out when he 
forwards the invoice for the goods to the 
buyer. If, on the other hand, a binding 
contract has not been made before the 
invoice arrives, and it is the first intima- 
tion the buyer receives that the seller 
refutes Sections 13 and 14, the invoice 
will constitute a counter-offer by the 
seller, and it will be for the buyer to 
decide whether or not to accept such 


offer. 


Residence of Merchant Seaman 

Reader’s Query.—A merchant seaman 
is employed by a United Kingdom oil 
tanker company in the Far East, his 
employment being by contract renew- 
able every two years. 

In 1958/59 he came home on leave for 
just over six months, and for another 
few days awaited reappointment. As 
usual, he travelled to and from the 
United Kingdom as a passenger on a 
liner of an entirely separate company. I 
made a repayment claim on the basis 
that he could not be charged under 
Schedule E, Case I, for although he was 
resident and ordinarily resident for that 
year, all his duties were performed 
abroad and only his leave taken in the 
U.K., and, by virtue of paragraph 5 of 
the Second Schedule of the Finance Act, 
1956, his leave could be counted as 
performed abroad. On this basis I have 
contended with the Inspector of Taxes 
that he cannot be charged to tax under 
Case I, but only under Case III, because 
of his residence status. 

In 1959/60 he was in the United 
Kingdom for 18 days, awaiting re- 
appointment, but spent the rest of the 
year in the Far East. 

I again made a claim for repayment, 
but this time on the grounds that he was 
not resident in the U.K. for that year 
and therefore not chargeable to U.K. 
tax. 
The inspector, however, will not agree 
to the claim for either year, but says: 

On the basis that he is holding a company 

service contract with his company in the 

U.K. he cannot be regarded as in employ- 

ment wholly abroad and so is not 

chargeable under Case III, Schedule E, 

but being resident and ordinarily resident 

is chargeable under Case I for 1958/59 

and 1959/60. Non-residence can be 

conceded to him only on the basis of a 

complete year’s absence from the U.K. or 

absence for a continuous three-year 
period from the date of departure. 


If in fact he is classed as resident for 
1959/60, surely he cannot be charged 
under Case I, but only under Case III? 

With regard to the question of resi- 


dence in 1959/60, as he was in the 
United Kingdom for a_ temporary 
purpose only (his leave) could not 
paragraph 3 of the Second Schedule of 
the Finance Act, 1956, be invoked? 


Reply.—If the seaman has previously 
been resident and ordinarily resident in 
this country, he has to discharge the onus 
of showing that he is no longer resident. 
The Revenue has laid down that where a 
seaman is resident in the United Kingdom 
he is liable to tax with the exception that: 


(1) a seaman who normally lives in the 
United Kingdom but is physically absent 
from the United Kingdom throughout a full 
income tax year (from April 6 to the 
following April 5) is not liable to tax in 
respect of his earnings for that income tax 
year, even if he has a “place of abode” in 
the United Kingdom; 

(2) a seaman who remains cbsent from the 
United Kingdom for a continuous and 


Notices 


The Accountants’ Christian Fellowship will 
hold a meeting for Bible reading and prayer 
at 1 p.m. on October 3 in the vestry of St. 
Mary Woolnoth Church, London, E.C.3. 
The scripture will be John, chapter 17, 
verses 3 and 4—Christ’s definition of 
eternal life. On October 18 at 6 p.m. in the 
Oak Hall of the Institute of Chartered 
Accountants in England and Wales, 
Moorgate Place, E.C.2, Mr. Maurice 
Parsons (director, Bank of England) will 
speak on “God and Caesar.” 


The British Institute of Management is 
holding its fifteenth National Conference at 
Harrogate from October 11 to 13. Among 
the papers to be given are “The Accountant 
in Management” by Mr. K. W. Bevan, 
F.c.A., Financial Comptroller, B.O.A.C., 
and “Planning and Controlling an Efficient 
Use of Financial Resources,” by Mr. 
S. J. Elliott, F.c.a., Director of Finance, 
Ford Motor Co. Ltd. The speaker at the 
closing dinner will be Professor Northcote 
Parkinson. 


At a demonstration of its new Post-Tronic 
machine the National Cash Register 
Company emphasised that this was not a 
computer requiring highly paid, highly 
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unbroken period of three years is not liable 
to tax in respect of his earnings during that 
period. 


In order to show that he is resident 
abroad, a taxpayer normally has to obtain 
a place of abode abroad. In the case of 
seamen, however, the Inland Revenue has 
agreed with the Ministry of Transport and 
the National Maritime Board that all 
seamen of the Merchant Navy in the 
foreign-going, home or coasting trade, 
serving on ships to which the National 
Maritime Board rate of pay agreements 
apply and who do not fall within (1) or 
(2) above are liable to tax on their 
earnings. 

It would therefore appear that the 
Inspector is correct. It is perhaps a case 
where some claim on the grounds of 
equity might be made, but there seem to 
be no legal grounds on which the Inspec- 
tor’s contention can be disproved. 


trained staff, but a product of progressive 
automation that could be operated by present 
staff. Sterling models will be available in 
18 to 24 months at about £12,500, and are 
already on order. Banks are reported to be 
the main users in the United States so far, 
but the Post-Tronic is being installed 
wherever mass accounts have to be dealt 
with promptly. 


An afternoon conference on Management 
Ratios and Interfirm Comparison, arranged 
by the Harrow and Wembley Productivity 
Association in conjunction with the Centre 
for Interfirm Comparison, will be held in 
the Council Chamber of the Federation of 
British Industries at 21 Tothill Street, 
London, S.W.1, at 2.30 p.m., on Novem- 
ber 3. The conference, designed for direc- 
tors, managers and senior accountants, is 
intended to provide a general appreciation 
of management ratios, not only within a 
business but also in interfirm comparison. 
Tickets, price £2 2s. each, are obtainable 
from the Honorary Secretary of the As- 
sociation, Industrial Engineering Depart- 
ment, Kodak Ltd., Harrow, Middlesex. 


The inaugural meeting of the projected 
Irish Chapter of the Institute of Internal 
Auditors will take place at the Shelbourne 
Hotel, Dublin, at 5.30 p.m. on September 
21. The European Regional Director, Mr. 
J. O. Davies, will explain the functions of 
the Institute and the conditions of member- 
ship. All who are interested in internal 
auditing are invited to attend. 
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_ The Student’s Columns 
EMPLOYMENTS AND RESIDENCE 


*“‘RESIDENCE” IS A most important factor in determining 
income tax liability because, in broad terms, if a person 
(in the legal sense which includes corporations as well as 
individuals) is resident in the United Kingdom, he will be 
liable to income tax on his income from all sources, 
including income arising abroad. There are a few excep- 
tions to this rule: they arise mainly under Cases IV and V 
of Schedule D, where, if the taxpayer is either not “‘ordi- 
narily resident” or not “domiciled” in the United 
Kingdom, he is liable on foreign income only to the extent 
that it is remitted to this country. 

While residence in the United Kingdom may be suffi- 
cient to establish liability here, it does not follow that, 
conversely, residence abroad will secure exemption. For 
the second main limb of taxation law provides that if 
income arises in the United Kingdom it will be liable to 
assessment, whether the recipient of the income is resi- 
dent here or abroad. Again there are some exceptions, 
notably interest on 34 per cent. War Loan and some other 
British government securities which were issued on terms 
that the interest should be exempt in the hands of a non- 
resident. 

The foregoing may be represented by the following 
taxation “‘net” in which it is seen that three out of the 
four “‘meshes” may give rise to an income tax liability: 

Taxpayer resident 


In U.K. Abroad 
In U.K. | Liable Liable 
Income arising 
Abroad Liable | No Liability 


Income from offices and employments abroad was 
formerly assessable under Case V of Schedule D, but by 
Section 10, Finance Act, 1956, these sources of income 
were brought within Schedule E, which now comprises 
three Cases. On broad lines once more, these fit the three 
meshes of the net shown above: 

Taxpayer resident 


In U.K. Abroad 
In U.K. Case I Case Il 
Employment (earnings) | (earnings) 
exercised 
Abroad Case III Not 
(remittances)| Liable 


The word “resident,” in this context, requires ampli- 
fication. 

Under Case I Schedule E liability arises only where the 
taxpayer is resident and ordinarily resident in the United 
Kingdom and the emoluments are not “excepted as 
foreign emoluments.” This special exception, which 


applies also under Case II but not under Case III, arises 
where the employee is domiciled abroad (although resi- 
dent and ordinarily resident in this country) and is em- 
ployed by a person, body of persons or partnership not 
resident in the United Kingdom. For example, a citizen of 
the United States may have resided in this country for 
many years (and thus become both resident and ordinarily 
resident) as an employee of the London office of a New 
York bank. Unless he becomes a British subject by chang- 
ing his nationality he cannot be assessed under Case I, as 
he is domiciled abroad and is employed by a person (the 
New York bank) resident abroad. It must be noted, how- 
ever, that to the extent that he draws his remuneration in 
this country or has it remitted to him from New York, he 
will be liable under Case IIT. Thus the real effect of this 
exception is to put the person concerned on to a remit- 
tance basis instead of an earnings basis. 

Liability under Case II arises where a person is not 
resident or, if resident, is not ordinarily resident in the 
United Kingdom and earns emoluments for duties 
performed in the United Kingdom. In this case also, 
excepted foreign emoluments are exempt. Note, however, 
that whereas under Case I the emoluments are liable 
unless the duties of the office or employment are performed 
wholly outside the United Kingdom, under Case II 
liability extends only to emoluments in respect of duties 
performed in the United Kingdom. Thus a director of a 
fashion house who divides his time equally between 
London and Paris will be liable on his full earnings under 
Case I if he is resident and ordinarily resident in the 
United Kingdom, but only on the proportion of them 
earned in London if he is not ordinarily resident in the 
United Kingdom. But if his visits to this country are 
sufficient to make him resident (although not ordinarily 
resident), then once more there is the alternative of an 
assessment under Case III on amounts remitted to this 
country. 

Case III of Schedule E may in fact be said to restate 
the position formerly obtained under Case V of Schedule 
D: that is, that if the taxpayer is resident in the United 
Kingdom (though not necessarily ordinarily resident or 
domiciled here), he is liable on his foreign earnings to the 
extent that they are remitted to this country. The old law 
has been amended in one important respect, however, 
for by Section 11, Finance Act, 1956, where all the duties 
of an office or employment are performed outside the 
United Kingdom, he is no longer to be treated as resident 
here merely because he has maintained a place of abode 
in this country. The performance of duties in the United 
Kingdom which are only incidental to the performance of 
the other duties outside the United Kingdom will also not 
cause the taxpayer to become resident in the United 
Kingdom. 


BRANCH ACCOUNTS—COMPUTATION OF STOCKS 


IT IS FUNDAMENTAL that transfers of goods from a Head 
Office to a branch should not be treated as a sale, but 
merely as an issue of goods, which in the Head Office 
books are credited to a “goods sent to branch” account. 
Where there are retail branches selling the same lines at 
fixed selling prices, a proper check on the managers and 
staff can be instituted by charging out the goods at those 
prices. The branch stock account, being debited with the 
goods sent to the branch and credited with sales and goods 
returned, will disclose a balance representing the closing 
stock of the branch at selling prices. For balance sheet 
purposes the appropriate adjustment must be made so 
that stock is not valued above cost. 

If goods are charged to branches at cost, the branch 
stock account cannot be reconciled directly with the 
closing stock, and the check imposed by the method 
outlined above will not be available. It should, however, 
be possible to compile monthly accounts showing the 
approximate stock, particularly where the average rate of 
gross profit is known. Again, it may well be that, while 
selling prices are subject to considerable fluctuation, 
experience shows that on the whole turnover an average 
percentage of gross profit is earned. If so, then goods 
supplied to the branches should be valued at cost plus a 
fixed percentage. At least, there will then be a reasonably 
reliable check upon stock and cash at the branch. The 
records may be effected by means of double money 
columns in the ledger accounts, one column showing cost 
price and the other invoice price; or the goods may be 
entered in the stock account at invoice price and a branch 
adjustment account opened which will contain, as a 
credit, the loading added to the cost of the goods sent to 
the branch. 

But sometimes, not only are the goods charged out at 
cost or selling price, or at cost plus a fixed percentage, 
but other charges are added on a percentage basis to 
cover such items as freight and import duties. As with 
consignment accounts, when under these conditions stock 
is to be valued at cost, the cost figure will include the 
proportion of freight, duties, insurance, and so on 
applicable to the goods still in stock. In such cases, where 
it is desired to ascertain the proper cost of the goods in 
stock, the profit loading (that is, the amount added on to 
the Head Office cost) must be eliminated, although the 
freight and other charges must be included. 

Consider the following examination questions set 
recently. 

Question (1) 

J. at London Head Office invoiced goods to his branch at 
cost plus 20 per cent. Freight and import duty (10 per cent. on 
invoice price) were paid by the branch, which kept its own books 
and made a gross profit of 15 per cent. on sale price. In April, 
1960, J. accepted an offer for the sale of the branch as at March 
31, 1960. There was no stocktaking at this date, but it was 


agreed to take stock at April 15, 1960, and calculate the value 
required by adjusting purchases and sales between April 1 
and April 15. Stock was to be valued at cost, subject to an 
allowance of £60 in respect of slow-moving stock. On April 15, 
1960, stock at the branch valued at cost to the branch was 
£1,200. From April 1, 1960 to April 15, 1960, goods received 
from London Head Office were invoiced at £200 and freight and 
duty of £20 had been paid on them. Sales during the period 
were £400. 
The value of the stock at March 31, 1960, was required. 


The solution would read as under: 


£ £ 
Branch stock at cost to branch on April 15, 
Less Received from London April 1 to 
April 15 at invoiced price a a 200 
Freight and duty (paid by branch 20 
— 220 
980 
Add Goods sold during the period 400 
Less Gross profit 15 per cent. 60 
340 
Stock at cost to branch on March 31, 1960 .. 1,320 
Less Freight and duty included therein 
10 
Stock at price invoiced by Head Office 1,200 
Less Profit loading added by Head Office 
120 x 1,200 200 
1,000 
Add Freight and duty paid by branch 120 
Stock at cost to Branch oe wa 1,120 
Less Agreed allowance a a 60 
1,060 


Notes 

1. The method adopted is to deduct from the stock at 
April 15, 1960, goods received during the period com- 
mencing March 31, 1960, and to add goods sold during 
that period. 

2. The stock at the branch on April 15, 1960, includes 
the London loading and the freight charges, etc. There- 
fore, the deduction in respect of goods received since 
March 31, 1960, is taken on this basis. Also, as goods are 
sold to above 15 per cent. gross profit on branch cost, the 
cost of sales is 85 per cent. of the sale price, that is, 85 per 
cent. of £400=£340. 

3. As London adds 20 per cent. on its cost, the charges for 
freight, etc., have to be deducted from branch cost (which 
includes these charges) in order to arrive at the figure 
representing London cost and London loading. Thus 
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£120 is deducted from £1,320, being cost to branch, and 
the loading of 20 per cent. is calculated on the net figure 
of £1,200. This gives the cost to London as £1,000, to 
which must be added the freight charges, etc., of £120, so 
as to arrive at the true cost of £1,120. 


Where branches maintain separate accounting records, 
there will be a Head Office current account in the branch 
books and a branch current account in Head Office books, 
which will contain all remittances, transfers and other 
transactions between Head Office and branch. If there are 
goods or cash in transit at the date of the balance sheet, 
the balances on the current accounts will not agree and it 
will be necessary to adjust the books of the Head Office 
by crediting the branch current account and debiting cash 
or goods in transit accounts. Once again, there may be a 
loading in respect of goods sent to the branch; conse- 
quently, the appropriate reduction is required in the goods 
in transit balance (which is really part of the stock) as well 
as in the stock account itself. 


Question (2) 

A recent examination question contained, inter 
alia, the following information relating to the accounts of 
a limited company whose head office was in London with 
a branch in Glasgow. 

The branch kept its own records and prepared its own trial 
balance and accounts, and the trial balances given showed the 
profits for the year in question. Goods were purchased by 
London and charged at cost price plus 20 per cent. 

(a) London books £ 


Stock at or under cost 22,431 

Current account with branch 45,705 ( Dr.) 
(b) Glasgow books 

Stock at invoiced price... 12,840 

Current account with Head Office 44,759 (Cr.) 


A sum of £400 remitted by the branch was not received by 
Head Office until the new year and goods to the value of £546 
were invoiced and despatched to branch and not received until 
the new year. 

The candidate was asked to prepare the balance sheet. 
The following matters would require attention. 

1. Branch current account in Head Office books to be adjusted thus: 
£ £ 

Balance as per question 45,70S5—Goods in transit 546 

Cash in transit 400 

Balance as adjusted 44,759 
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2. Calculation of stock value for balance sheet: 


£ 
Branch stock as invoiced .. 
Stock in transit as invoiced is FOR 546 
13,386 
20 

Less Profit loading 20 2,231 
11,155 

Head Office stock 22,431 
Stock as per balance sheet 33,586 


3. There will be a provision for the unrecorded profit in the 
Glasgow stock of £2,231 which will, of course, be debited to the 
profit and loss account, and carried forward in Head Office books 
for use and adjustment in future years. 


Question (3) 

A more difficult examination question not only 
concerned the charging out of goods at selling price less 
15 per cent. but stated that all sales (Head Office and 
branch) yielded a gross profit of 25 per cent. on selling 
price. 

The trial balances of Head Office and branch at the end of the 
first year’s trading contained the following items: 


Head Office Branch 
£ £ £ £ 

Purchases 90,500 14,250 

Goods sent to branch 38,930 

Goods from Head Office 38,250 

Sales an +s 60,000 56,000 
Expenses .. 10,800 8,400 
Current accounts 9,980 9,300 


1. Goods returned to Head Office by branch invoiced at 
£680 were not received until the new year. 


2. Branch stocktaking at balance sheet date revealed a 
shortage of £200 at selling price and damaged goods of selling 
value £900 to be written down to £300. Head Office agreed to 
allow a credit to branch of £365. 


3. Branch stock purchased from outside sources was £4,000 at 
cost. 


4. Head Office purchases included £750 charged in error for 
goods obtained by the branch. 


5. Branch sales included £40,000 in respect of goods sent to it 
by Head Office. Final accounts were required, and the branch 
trading account was to show goods from Head Office at the 
price charged by Head Office. 


£45,705 £45,705 j 
The trading account would read thus: 
Head 
Head Office Branch Total Office Branch Total 
£ £ £ £ £ £ £ £ 
Purchases .. 90,500 14,250 Sales 60,000 56,000 116,000 
Less Correction 750 750 
89,750 15,000 104,750 
Goods from Head Office .. 37,885 Goods sent to Branch 37,885 
Less Stock. . aa 3,615 Stock 11,000 4,000 18,225 
34,270 
Gross profit .. 19,135 10,730 29,475 
£108,885 £60,000 £134,225 £108,885 £60,000 £134,225 
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Mechanise your payroll 


accounting with 
Flemington ADDO-X 


@FOR ONLY £220 


THIS IS THE TURNING POINT Those extra entries per employee are the final argument 
in favour of mechanised accounting and REMINGTON provides it with Payroll on the 
ADDO-X range of machines from as little as £220. 

NO SPECIAL MACHINE TRAINING A simplified keyboard combined with automatic function 
control makes these machines simple and fast. The office junior can learn to operate 
the ADDO-X in five minutes flat! 

A COMPREHENSIVE RANGE of Payroll systems incorporating the new Government 
Pension Scheme is offered. 

UNIQUE 4-SIDED PROGRAMME BAR provides facilities for additional applications such as 
Ledgers, Stores Accounting etc. at no extra cost. 


ADDO: The most sensational development to date 
in low-cost mechanised acccounting by 


Memington 
LTD. 
| F| LL N To Remington Rand Ltd., Remington House, 61/65 Holborn Viaduct, E.C.1 CEN 1010 


[] Please send me your folder “The New Government Pension Scheme”. 


THIS COUPON! ors somonstaton at our oe 
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Providing 
Jor Estate Duty 


‘EDITH’ 


purchases and holds minority 

shareholdings in private com- 

panies and small public com- 

panies—where shareholders have 

to make provision for Estate 

Duty and do not wish to lose 
control 


The booklet ‘Providing for Estate 
Duty’ will be sent on request 


ESTATE DUTIES 
INVESTMENT TRUST 
LIMITED 


7 Drapers’ Gardens, London 
EC2 
National 0231 


Secretaries and Managers 


Industrial and Commercial 
Finance Corporation Ltd 
7 Drapers’ Gardens 
London EC2 
and branches 


To every young man 
who is going places... 


Now is the time to make provision for the future. Think 
well ahead . .. be prepared, with Assurance, for any 
eventuality the future may have in store. For wise 
Assurance it will pay you to have a word with a Scottisi 
Mutual representative. For details without obligation, 
write to one of the offices below. 


THE SCOTTISH MUTUAL 


ASSURANCE SOCIETY 
Head 108 St. Vineoat Street - 62 - Londen - 6 Boll Yard - Law Courts - WC? 


CITY OF LONDON COLLEGE 


Moorgate, E.C.2 


SEPARATE EVENING COURSES 


for the examinations of the 


Institute of Chartered Accountants 
and the 


Association of Certified and 
Corporate Accountants 


and 


Part-time Day Courses 


for the 
A.C.C.A. Intermediate and Final 
Part I Examinations 
commence week beginning the 26th September, 1960 


Enrolment for new students—20th September, 5—7.30 p.m. 
21st September, 5-7 p.m. 


Further particulars may be obtained from the Secretary 
of the College (MONarch 8112/3/4) 
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Notes: at £85 (selling price less 15 per cent.) so that Head Office 
1. As the gross profit is 25 per cent. on selling price, loading is £10 on £85 invoiced price. 
goods costing £75 are sold for £100 and charged to branch 2. The current accounts will be adjusted thus: 


Head Office Current Account (Branch books) Branch Current Account (Head Office books) 
£ £ 


Goods from Head Office credit note .. 365 Balance 
Purchases .. 
Balance c/d 


Balance 9,980 
Purchases .. 750 
2,330 


Net profit .. Net profit .. 


13,060 


3. Net profit of branch is gross profit £10,730lessexpenses 7. Branch stock at cost to branch : 
of £8,400. Less written down value of damaged goods 


4. Head Offfice stock is calculated as under: 10 
Head Office loadings; = 


Actual cost 


Purchases 
Value of damaged goods 


Cost of sales: Own customers: 
75 per cent. of £60,000= 
Branch: 

Goods sent 
Jess Returns in transit 


Cost of Head Office stock 
Cost of total stock 


Value excluding loading 


75 
35 * 38,250= 


Stock at cost 


+ Aecountancy 


5. Branch stock is calculated thus: + 


Goods from Head Office + 


Cost of sales from these © Boods 85 per cent. of 
£40,000 


Stock shortage 85 per cent. of £200 .. 


Damaged goods 
Cost to branch 85 per cent. of 900= 
written down to 


Stock at cost to branch 


6. Goods from Head Office to branch 
Less Returns .. va 


Less Credit Note: damaged goods 
Value of goods from Head Office as adjusted 


38,930 
680 


38,250 
365 


37,885 


+ ©The air mail edition of ACCOUNTANCY is 
+ available either for subscription on a 
The inclu- 4 permanent basis or for odd periods 
sive subscrip- } (for example, to cover a tempor- 
tion to the air } ary stay abroad). It is printed on 
mail edition for a 4 special thin paper, and the 
year is £4 4s. to any overseasubscriber receives 
part of the world. The } each issue only afew days 
charge for shorter } after publication on 
periods is proportional. } the twentieth of the 
The addition of £2 14s.tothe # month in London. 
normal charge of £1 10s.covers 
only the cost of air mail postage, + 
that of the special paper being borne +} 
by ACCOUNTANCY. + 
+ 
+ 
+ 


by Air 


9,300 £ 
750 Goods in transit 680 ites 
Credit note .. 365 
Balance 
300 
3,315 
300 
38,250 
‘ i as 
33,750 
—— 78,750 
£11,000 
34,000 
x 
4,250 
170 
4,080 
—— 
stock .. 4,000 
£7,615 
ng 


The Institute of Chartered Accountants 
in England and Wales 


Members’ Library 


The Librarian reports that among the books 
and papers acquired by the Institute in recent 
weeks by purchase and gifts are the following: 


Administrative Vitality: the conflict with 
bureaucracy; by M. E. Dimock. 1960. 
(Routledge & Kegan Paul, 25s.) 

Budgetary Control Standard Costing and 
Factory Administration; by S. R. Cave, 
F.C.A.: 2nd edition. 1960. (Gee, presented, 
25s.) 

Business Mergers and Takeover Bids; by 
R. W. Moon, F.c.A.: 2nd edition. 1960. 
(Gee, presented, 25s.) 

Clerical Salaries Analysis 1960. (Institute 
of Office Management.) 1960. (I. of 
O.M., 50s.) 

Complete Valuation Practice; by N. E. 
Mustoe, H. B. Eve and B. Anstey: 5th 
edition. 1960. (Estates Gazette, 52s. 6d.) 

Cost Accounting and costing methods; by 
H. J. Wheldon: 10th edition by L. W. J. 
Avler and J. L. Brown. 1960. (Macdonald 
& Evans, 26s.) 

A Costing System for Laundries. (Institute 
of British Launderers.) 1960. (I. of B.L., 
35s.) 

An Economic Survey of the Sisal Industry 
of Tanganyika; by C. W. Guillebaud. 
Welwyn, Herts. 1960. (Nisbet, 15s.) 

The Economics of Shipbuilding in the 
United Kingdom; by J. R. Parkinson. 
Cambridge. 1960. (C.U.P., 40s.) 

The Economic Background to Investment; 
by H. B. Rose. Cambridge. 1960. 
(C.U.P., 40s.) 

Evaluating Research and Development; by 
J. B. Quinn. Hanover, New Hampshire. 
1959. (Amos Tuck School of Business 
Administration, presented.) 

Financial Administration in Local Govern- 
ment; by A. H. Marshall. 1960. (George 
Allen & Unwin, 32s.) 

Financial Incentives for Management; by 
R. C. Smyth. New York. 1960. (McGraw- 
Hill, 66s.) 

General Financial Knowledge: the prin- 
ciples and practice of finance; by E. M. 
Taylor, F.c.a., and C. Lawton, A.c.A.: 
7th edition by E. M. Taylor, F.c.a., and 
A. H. Coles. 1960. (Textbooks, 25s.) 

Gentlemen of the Law; by M. Birks. 1960. 
(Stevens, 25s.) 

Guide to Commonwealth Income Tax: 
Sth edition; by J. A. L. Gunn and M. 
Maas. Sydney. 1959. (Butterworth, 
47s. 6d.) 


Handbook of Standard Time Data; by 
A. A. Hadden and V. K. Genger. 1955. 
(Thames & Hudson, 70s.) 

Housing Finance; (ed.) by S. W. Magnus 
and L. Tovell, A.s.a.A. 1960. (Knight, 
50s.) 

Inflation and Society; by G. Hutton. 1960. 
(George Allen & Unwin, 15s.) 

Introduction to Economics; by A. Cairn- 
cross: 3rd edition. 1960. (Butterworth, 
20s.) 

Introduction to the Theory and Practice of 
Management; by N. Branton. 1960. 
(Chatto & Windus, 21s.) 

The Law of Agency; by G. H. L. Fridman. 
1960. (Butterworth, 37s. 6d.) 

The Law of Dilapidations . . .; by B. W. 
Adkin: 5th edition. 1960. (Estates 
Gazette, 37s. 6d.) 

The Law of Stamp Duties; by E. N. Alpe: 
25th edition by P. E. Whitworth and 
J. Mackenzie. 1960. (Jordan, 63s.) 

Making Money on the Stock Exchange: a 
beginners guide to investment policy; by 
C. Gifford and J. A. Stevens. 1960. 
(MacGibbon & Kee, 15s.) 

Mining Accounting in Canada: an outline 
of accounting and income tax problems 
peculiar to the industry; by A. J. Little 
and W. L. Macdonald. Toronto. 1960. 
(Canadian Institute of Chartered Ac- 
countants, presented.) 

Money at Work; ed. by M. Grundy; 2nd 
edition. 1960. (Sweet & Maxwell, 18s. 6d.) 

An Outline of Planning Law; by D. Heap: 
3rd edition. 1960. (Sweet & Maxwell, 
25s.) 

Pension Schemes and retirement benefits; 
by G. A. Hosking; 2nd edition. 1960. 
(Sweet & Maxwell, 50s.) 

Periods of Limitation . . .; by J. F. Josling: 
2nd edition. 1960. (Solicitors’ Law 
Stationery Society, 12s. 6d.) 

Pooling of Local Authority Loans: a 
research study; by W. W. Ayling and 
J. A. Neale. 1960. (Institute of Municipal 
Treasurers & Accountants, 25s.) 

Port Operation and Administration; by 
A. H. J. Bown and C. A. Dove: 2nd 
edition by E. S. Tooth. 1960. (Chapman 
& Hall, 45s.) 

The Principles of Audit Surveillance; by 
H. Cardwell. Princeton. 1960. (Van 
Nostrand, 67s. 6d.) 

Public Finance in theory and practice: by 
A. R. Prest. 1960. (Weidenfeld & Nicol- 
son, 45s.) 

Rating Valuation Practice; by P. R. Bean 
and A. Lockwood: Sth edition. 1960. 
(Stevens, 55s.) 

Taxation in Western Europe. (Federation 


of British Industries): 2nd edition. 1960. 
(F.B.1., 20s.) 

The Technique of Delegating; by D. A. 
Laird and Eleanor C. Laird. New York. 
1957. (McGraw-Hill, 31s.) 

U.S. Master Tax Guide. 
Clearing House.) New York. 
(C.C.H., 25s.) 


(Commerce 
1960. 


Chartered Accountants’ 
Benevolent Association 


AT A RECENT meeting of the Executive 
Committee the chair was taken by Sir 
William Carrington, F.c.A., the President of 
the Association, and seven members were 
present. 


Applications for assistance 

Five new applications for assistance were 
considered; in two cases a grant was made; 
in one case a donation was given as an 
interim measure; in two cases assistance 
was granted towards meeting nursing home 
charges. 


Applications for further assistance 
Thirteen cases for further assistance were 
considered. In nine cases the grant was 
renewed; in three cases the grant was in- 
creased; in one case the grant was reduced 
owing to improved circumstances. 


Special Fund 
One application for further assistance 
was considered and the grant was renewed. 


Matters reported 

The Honorary Secretary reported changes 
in circumstances of twelve beneficiaries 
during the last quarter and grants were 
adjusted or donations made in appropriate 
cases. 


Christmas food parcels 
It was decided to distribute Christmas 
food parcels to beneficiaries again this year. 


Institute Annual Church Service 

It was reported that £48 2s. was collected 
for the Benevolent Association at the Insti- 
tute’s annual Church Service on July 6, 
1960. 


Homes for old people 
The Honorary Secretary reported that he 
had been able, with the approval of the 
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Classified Advertisements 


Advertisements under “‘Appointments Vacant”, “Practices & Partnerships” Appointments Required”, “Articled 


Cler 


""-eightpence per word. Under “‘Official Notices’, “‘Miscellaneous”’ and other headings—one shilling per 


word. Box numbers—five shillings extra (including the five words in the advertisement). Semi-displayed panels—£4 


per column inch. All terms prepaid. Replies to Box Number advertisements should be addressed Box No. . . 


. clo 


ACCOUNTANCY, Moorgate Place, London, E.C.2, unless otherwise stated. It is requested that the Box Number be 
also placed at the bottom left-hand corner of the envelope. 


APPOINTMENTS REGISTER OF THE INSTITUTE 
OF CHARTERED ACCOUNTANTS INENGLAND 
AND WALES 


Employers who have vacancies for members on their 
staffs and also members seeking new appointments are 
invited to make use of the facilities provided by the 
Instiiute’s Appointments Register. No fees are payable. 
All enquiries should be addressed to the Appointments 
Officer, Moorgate Place, London, E.C.2. Tel. Moorgate 


APPOINTMENTS VACANT 


CITY OF LEEDS EDUCATION COMMITTEE 
LEEDS COLLEGE OF COMMERCE 
Principal: E. V. ROBERTS, B.COM, A.C.A. 

Applications are invited for the following posts, 

duties to begin as soon as possible. 

(a) LECTURER IN ACCOUNTANCY and allied 

subjects. Candidates should be Chartered or Certified 

Accountants. 

(6) LECTURER IN MANAGEMENT STUDIES 

with special emphasis on HUMAN RELATIONS. 

Candidates should hold a professional qualification, 

and/or a degree in the social sciences, and have good 

business experience. 

(c) ASSISTANT (Grade “B”) INGENERAL COM- 

MERCIAL SUBJECTS. Candidates should have a 

degree or good professional qualification and be 

able to teach to intermediate professional standard. 
Salary: Burnham Technical Scale (men), i.e. for 

Lecturers—£1,370 x £35 to £1,550; for Assistants 

Grade “‘B”—£700 x £27 10s. to £1,150 with additions 

for approved qualifications, training and experience. 

Appointments may be made above the minimum of 

the scale. 

Further particulars and application forms from the 
undersigned. 
GEORGE TAYLOR, 
Chief Education Officer. 


Education Department, 
Calverley Street, 
Leeds, 1. 


£875 upwards, according to experience, will 
be paid by a leading firm of chartered accoun- 
tants to qualified men to be based on their 
City Office. Experience will cover auditing in 
a variety of industries and there will be 
opportunities later for suitable individuals 
On management services work. Luncheon 
vouchers and paid overtime in addition. Five- 
day week and pension scheme. Box No. 335, 
c/o ACCOUNTANCY. 


WELSH COLLEGE OF ADVANCED 
TECHNOLOGY 
CATHAYS PARK, CARDIFF 

Applications are invited from suitably qualified 
persons for appointment as Assistant Lecturer in 
Accountancy in the Department of Commerce and 
Administration. Applicants should be members of at 
least one professional Accountancy body. The suc- 
cessful applicant will be required to teach Account- 
ancy to the Intermediate and Final levels of Ac- 
countancy and Secretarial Professional Associations. 
Ability to assist in teaching Costing, Taxation and 
Auditing would be an advantage. 

The salary payable will be that for a Grade ““B” 
Assistant, i.e. £700 x £27 10s.—£1,150 p.a. (men) with 
appropriate additions for degree or equivalent 
qualifications, and correspondingly for women. 
Allowance for previous teaching or similar profes- 
sional experience will be made in placing on the scale: 
duties to commence January 1961. 

Application forms, together with further particu- 
lars, may be obtained from the Principal, to whom 
they should be returned as soon as possible. 

Rosert E. PResswoop, 
Clerk to the Governors. 
City Hall, 
Cardiff. 


APPLICATIONS ARE INVITED from newly quali- 
fied Chartered or Certified Accountants, preferably 
with taxation experience, by a large and rapidly 
expanding group of companies. A pensions and life 
assurance scheme is maintained. Please apply, stating 
age and experience, to The Controller, RELAy Ex- 
CHANGES LtD., Relay House, Percy Street, Swindon, 
Wilts. 
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ST. PAUL’S AGENCY LTD 
(4 branches) 


SEMI-senior vacancies............... £850! 
. no fees to staff 


94/96 OXFORD SI., W.1 LAN 7815 


ACCOUNTANT 


Required by GOVERNMENT OF 
SOUTHERN CAMEROONS to be re- 
sponsible for Main and Subsidiary Treasury 
Accounts. Appointment is on contract for 
one tour of 9-12 months. Salary up to £2,412 
a year, according to experience. Free pass- 
ages for officer and wife, and assistance 
towards children’s passages or grant up to 
£150 annually towards maintenance in U.K. 
Outfit allowance £60. Gratuity payable at 
rate of £150 a year. Liberal leave on full 
salary. 


Candidates must be members of one of the 
recognised accountancy bodies, and have 
good experience and preferably a knowledge 
of simple keyboard accounting machines. 


Write to the CRown AGents, 4 Millbank, 
London, S.W.1. State age, name in block 
letters, qualifications and experience, and 
quote M3A/53158/AD. 


An ASSISTANT required by the Secretary of a pro- 
fessional management association to assume respon- 
sibility, after training, for the accounts department 
and the operation of departmental budgetary control. 
Commencing salary not less than £650 rising to £750 
within two years. Office hours 9 a.m. to 5 p.m. Mon- 
day to Friday. Luncheon vouchers and contributory 
pension scheme available. Apply in writing stating 
age and experience, to the Secretary, THe INCOR- 
PORATED SALES MANAGERS’ ASSOCIATION, 51 Palace 
Street, Westminster, London, S.W.1. 


E. IRVINE HALLAS, F.C.A. 
91 HARBOUR RD., WIBSEY, BRADFORD 


INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
prompt return of all papers is guaranteed. Moderate 
Fees. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 900 signed letters 
received from past students will be sent on request. 


TRADE STOCKTAKERS 


INCOME TAX OR SALE 


NORMAL TERMS 
Further particulars from 


ORRIDGE & CO Established 1846 
184 STRAND, LONDON, WC2 


Telephone: TEMple Bar 9212/3-6340 
Branches in: Liverpool, Sheffield, Birmingham, Southampton and Swansea 


GRESHAM ACCOUNTANTS’ REGISTER 


(The Profession’s Employment Specialists) 
PRACTITIONERS 
can rely on an efficient and skilled service backed by an intimate 
knowledge of professional requirements. A special interviewing 
service is available to overseas practitioners. 
PROFESSIONAL STAFF 
can rely on a wide selection of positions and skilled advice in 
connection with vacancies in all grades. 
COMMERCIAL EMPLOYERS AND STAFF 
are invited to register their requirements, which will receive 
prompt and skilled attention. 


79 Gresham Street (ist Floor), E.C.2. 


LIMITED 
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EST. 1909 


Slap protlems? 
farollerns ? 


half-century 


LAURIE & 


SPECIALISATION SPELLS EFFICIENCY 


ty 


who have consistently and successfully solved them for more than 


COMPANY 


(The Recognised Employment Specialists in Accountancy) 


19 BASINGHALL STREET, LONDON, E.C.2. (MONarch 6301) 


LINCOLN & CO. of Hanover Square, W.1. 


BUSINESS TRANSFER SPECIALISTS & VALUERS 
Specialise in the disposal of: 

HOTELS, RESTAURANTS & GUEST HOUSES. 
NEWSAGENCIES—TOBACCONISTS— 
CONFECTIONERS—VILLAGE STORES— 
GROCERY & PROVISION BUSINESSES. 
GARAGES & FILLING STATIONS. 


LONDON OFFICES: 
9 HANOVER SQUARE, W.1! 
Tel: GROsvenor 6801 (10 lines) 
WEST OF ENGLAND OFFICES 
178 HOLDENHURST ROAD, BOURNEMOUTH 
Tel: Bournemouth 1551 (5 lines) 


A CAREER IN SOUTH AMERICA 


International firm of Chartered Accoun- 
tants practising in various South American 
countries, where there has been considerable 
economic expansion and consequent demand 
for professional service, requires qualified 
accountants of above average ability who 
should: 

1. Have had several years’ senior experience 
and who are chartered or certified 
accountants. 

2. Have the determination to make a per- 
manent and rewarding career in the 
profession in South America. 

Single men preferred but married men will 
be considered. Contracts are for three years 
with three months’ home leave on full pay 
at the conclusion of each contract. First class 
passages and an initial kit allowance will be 
paid. 

Tota! remuneration ensures a good stan- 
dard of living and a good margin for saving 
in hard currency. Salaries, which are subject 
to merit increases, are also reviewed from time 
to time to take account of local living costs. 

The work is varied and interesting with 
some opportunities for travelling. There are 
excellent prospects for promotion. 

Applications should be sent with full parti- 
culars to Box No. 364, c/o ACCOUNTANCY. 
Representatives of the South American firm 
are at present in England and will be avail- 
able to interview applicants. 


An expanding group of property development 
and investment Companies requires immedi- 
ately a Chartered Accountant around the age 
of 28/35 years to be responsible to the Direc- 
tors for the financial administration of the 
various Companies comprising the group. 
The appointment is permanent and progres- 
sive, and would be attractive to an individual 
who has an interest in housing expressed in 
modern architecture. Please apply with full 
particulars of post-graduate experience to 
SPAN DEVELOPMENTS LTD.. Parkleys, Ham 
Common, Richmond, Surrey. 


CHIEF ACCOUNTANT 


A Chief Accountant is required for a company which manufactures branded 
lines of consumer goods. This expanding organisation, with a Head Office and 
factory within 30 miles of London, has developed its accounting system through 
the use of budgetary control and standard costing techniques and is in the process 
of installing a computer. 


The successful candidate will be a Chartered Accountant with the initiative 
required to deal with current problems and those arising from the development of 
the organisation. His initial salary will be in the range of £2,500 to £3,000, and 
he will be provided with a car. 


Applications, which will be dealt with in the strictest confidence, should be 
sent, quoting reference CA.33, to the Staff Manager, 


Cooper Brothers & Co. 
Abacus House, 33 Gutter Lane, London, E.C.2 


AUDIT CLERKS (Junior to Senior). Call: Business 
VACANCIES BuREAU, 28 Victoria Street, Victoria; 
ABBey 7200. (No Fees.) 


AUDIT CLERKS. Many vacancies waiting for 
Senior, Semi-senior or Junior. Call BootH’s AGENCY, 
80 Coleman St., Moorgate, E.C.2. 


CHARTERED ACCOUNTANT aged 28/30 required 
shortly as Senior Assistant in expanding practice. 
Excellent prospects of further advancement after 
trial period. Apply in own handwriting with full 
details of education and experience to J. B. HuGHEs & 
Lioyp, 3 Fenwick Street, Liverpool, 2. 


FORMICA LIMITED 
A member of The De La Rue Group 


CHIEF ACCOUNTANT 


This is an excellent opportunity for a man of energy and ambition who is keen to progress by 
virtue of his own contribution to the Company. Practical experience of standard costing, budgeting 
control and management accounting is, of course, necessary but it is essential that the man selected 
should have character and potential. 

Please send your applications to the 

Managing Director, Formica Limited, 
84/86 Regent Street, London, W.1. 
giving details of age, education, training and experience with a covering letter in your own handwriting. 
If possible, send a recent photograph which will be returned. 


CHARTERED ACCOUNTANT required by THE 
CHARTERHOUSE GROUP LIMITED: 2 to 3 
years post-qualification experience in the profession, 
and special knowledge of industrial group consolida- 
tion and company taxation. Salary £1,100-£1,250 
according to age and experience, with pension and 
other benefits. Please reply to the SECRETARY at 30 St. 
Swithin’s Lane, E.C.4. 


CHARTERED ACCOUNTANT required for firm 
with large turnover in furniture and radio trades, age 
up to 45, with experience in retail trade. Salary by 
agreement, but £2,000 per annum can be earned by 
applicant with go-ahead ideas on internal control. 
Apply, giving particulars of experience, to VicToR 
Freep Ltp., 1/60 Cardiff Street, Aberdare, S. Wales. 


(continued on page xlv, facing page 556) 
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President, to arrange for the widow of an 
oversea member to enter one of Crossways 
Trust’s homes for the infirm and for a 
retired member to enter a home for the 
able-bodied. He also reported that there 
was one further place still available in a 
home for the able-bodied. 


District Societies 


SOUTH WALES AND 
MONMOUTHSHIRE 


MR. T. W. PICKARD, F.c.A. 


Mr. T. W. Pickard, ¥.C.A., a partner in the 
firm of Gordon Thomas and Pickard, Char- 
tered Accountants, Swansea and Cardiff, 
has been elected President for 1960/61 of the 
South Wales and Monmouthshire Society of 
Chartered Accountants. 

Mr. Pickard was admitted an associate of 
the Institute in 1931, and after qualifying 
was for some years assistant accountant to 
the well-known Cardiff departmental store 
of James Howell & Co. Ltd. From 1940 to 
1945 he served in the Directorate of Army 
Contracts at the War Office. He became a 
partner in his present firm in 1946, and in 
the following year was admitted an associate 
of the. Society of Incorporated Accountants. 
He was elected to fellowship of the Society in 
1950 and of the Institute in 1951. 

While serving his articles with Mr. Robert 
H. Coath, ¥.c.a., Mr. Pickard was Honorary 
Secretary of the South Wales and Mon- 
mouthshire Chartered Accountants’ Students’ 
Society in 1929. He has been a member of the 
Committee of the District Society since 1953, 
and is also the present Hon. Librarian. 

He is Honorary Secretary of the Cardiff 
and District Chamber of Trade, and for some 
years served on the Council of the National 
Chamber of Trade. He is a member and 
a Auditor of the Llanishen Golf 
Club. 


ACCOUNTANCY SEPTEMBER 


LONDON 
A RESIDENTIAL CONFERENCE on Information 
for Management will be held at the Grand 
Hotel, Brighton, on November 17 to 19. 
The papers to be given will be: “Operating 
Statistics—how they are built up and used,” 
by Mr. W. H. Leather, m.a., F.c.a.; “The 
Use of Accounts Codes,” by Mr. B. A. 
Maynard, M.A., F.C.A.; “Information for 
Board Level—Operating and Holding Com- 
panies,” by Mr. W. W. Fea, B.A., F.C.A. 
The inclusive charge is £7 10s. Applica- 
tion forms have been sent to all members. 


Union of Chartered 
Accountant Students’ 
Societies 


MEMBERS OF STUDENTS’ societies are reminded 
that all students’ societies welcome to their 
meetings members of other societies who 
are temporarily in their area. 

There is also an arrangement for transfer 
of membership without additional fee for 
members who permanently change their 
district. The interchange should be carried 
out through the secretaries of the societies 
concerned. 

Students’ societies hold meetings in the 
following towns: Ashford (Kent), Bedford, 
Birmingham, Blackpool, Bournemouth, 
Bradford, Brighton, Bristol, Cambridge, 
Canterbury, Cardiff, Carlisle, Chelmsford, 
Chester, Coventry, Derby, Doncaster, 
Dorking, Eastbourne, Epsom, Exeter, 
Grimsby, Guildford, Hastings, Hereford, 
Hull, Ipswich, Leeds, Leicester, Lincoln, 
Liverpool, London, Luton, Maidstone, 
Manchester, Newcastle upon Tyne, New- 
port (I.0.W.), Northampton, Norwich, 
Nottingham, Oxford, Plymouth, Ports- 
mouth, Preston, Reading, Redhill, Sheffield, 
Southampton, Southend, Stockton-on-Tees, 
Swansea, Taunton, Torquay, Truro, Wol- 
verhampton, Workington, York. 


Students’ Societies 


LEICESTERSHIRE AND 
NORTHAMPTONSHIRE 

THE FOLLOWING OFFICERS have been elected 
for 1960/61: Hon. Secretary, Mr. J. D. 
Cattell, c/o Cooper Brothers & Co., 4 
Wycliffe Street, Leicester; Hon. Treasurer, 
Mr. J. A. Cope; Hon. Assistant Secretary 
(Northampton), Mr. J. E. C. Witts. 


LONDON 
News from the Committee 


Autumn Session 


The major event at the beginning of the 
Autumn Session is always the President’s 
Meeting. This year it will be held on 
October 12 in Guildhall; Lord Chandos 
has accepted the President’s invitation to 
speak. 


1960 
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Oxford Residential Course 


The autumn week-end residential course, 
planned principally for those who had 
passed their Intermediate Examination, was 
held at Balliol and Jesus Colleges, Oxford, 
from September 15 to 18. Residential 
courses have now become a regular part of 
the programme and continue to be extremely 
popular. 

It is the policy of the Society to encourage 
the students to form themselves into a club 
so that when the course is over they may all 
meet informally at an agreed time and place 
for social and other activities. As a result, 
there are in existence the 59 Club and the 
Kingsway Club which grew out of the 
spring courses in 1959 and 1960, and the 
Taverners Club for the more senior mem- 
bers of the Society. 

The 1961 spring course, primarily for 
members who begin their articles in 1960, 
will be held at Cambridge next April. 
Details will be circulated later. 


The Importance of Students’ Societies 


The Council of the Institute has recently 
published a leaflet which will, in future, be 
issued to all newly-articled clerks and their 
principals. It sets out the rights and duties 
of both parties and tells them how important 
is the part which Students’ Societies play in 
the training for membership of the Institute. 
A copy is to be found on the publications 
table in the Society’s Library. 


Application Forms for Examinations 


Members may obtain forms from the 
Students’ Society Library but should note 
carefully the instructions to return them, 
preferably two months before the examina- 
tion, direct to the Institute with the appro- 
priate fee. Entries will not be accepted in 
any circumstances if received at the Institute 
less than thirty-five days before the examina- 
tion begins: this rule is enforced without 
exception. 


Students’ Centre 


There has been a very good response to the 
questionnaire and the Committee welcomes 
the expression of views by so many members. 


MANCHESTER 

Students’ Residential Course 
THE JOINT TUITION Committee of the Man- 
chester Society of Chartered Accountants 
and the Manchester Chartered Accountants 
Students’ Society has arranged to hold a 
residential course for Intermediate and Final 
students at Lyme Hall, near Disley, from 
Monday, September 26, to Saturday, 
October 1, inclusive. The course is intended 
to give students—especially those unable to 
attend the Saturday morning lectures at 
Manchester or Preston—an opportunity to 
hear lectures on the more important 
subjects of the examination syllabus and to 
discuss their problems with contemporaries 
and with the Resident Tutor. Particulars 
can be obtained from the Assistant Secre- 
tary, 46 Fountain Street, Manchester, 2. 
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NORTH LINCOLNSHIRE 

THE FOLLOWING OFFICERS have been ap- 
pointed: President, Mr. A. A. Beardsall, 
F.C.A.; Vice-Presidents, Mr. K. B. Collinson, 
F.c.A.. Mr. M. F. McCulloch, A.c.a., 
Mr. W. S. Warrs, F.c.A., Mr. H. D. 
Mitchell, A.c.A.; Hon. Secretary, Mr. 
W. R. Kewley; Hon. Asst. Secretary, Mr. 
N. Pike; Hon. Treasurer, Mr. G. Green; 
Hon. Asst. Treasurer, Mr. G. McIntyre; 
Hon. Lecture Secretary, Mr. B. W. Turner. 


Forthcoming Events 


ANSDELL 
October 19.—Rugby match and Association 
football match between joint teams of 
Blackpool and Preston Students’ Societies 
against the Northern C.A.S.S. Fylde Rugby 
Club ground, Ansdell, near Blackpool. 


BIRMINGHAM 
October 19.—“The Organisation of a 
Practising Accountant’s Office,” by Mr. J. 
Perfect, F.c.A. Members’ meeting. Queen’s 
Hotel, at 6 p.m. 


Students’ Meetings 

All evening meetings and debates will be 
held at the Library, 36 Cannon Street, 
at 6 p.m. 
September 25.—Motor Treasure Hunt with 
the Birmingham Law Students’ Society. 
October 4.—Tea to welcome new members, 
followed by a talk by ex-Chief Detective 
Inspector Hinson on “My Experiences.” 
October 11.—‘The Institute’s Recom- 
mendations on the form of Trust Accounts,” 
by Mr. B. W. Sutherland, F.c.a. 
October 18.—“Budgetary Control,” by Mr. 
C. J. Mason, F.c.A. 


BLACKPOOL 
October 19.—Rugby match and Asso- 
ciation football match between joint 
teams of Blackpool and Preston Students’ 
Societies against the Northern C.A.S.S. 
Fylde Rugby Club ground, Ansdell, near 
Blackpool. 


BOLTON 

September 28.—Students’ evening visit to 
the Punched Card Installation of Donald 
Macpherson & Co. Ltd., Bury. 

October 12.—‘“‘Recent Developments in 
Banking”, by Mr. N. V. Underwood, 
A.B. Students’ meeting. The Chamber of 
Trade, Churchgate, at 6 p.m. 


BRADFORD 
Students’ Meetings 
October 7.—“‘Company Accounts (8th 
Schedule)” and “Partnership Accounts 


(with special reference to Goodwill and 
Insolvency),” by Mr. L. J. Northcott, 
F.C.A. 
October 21.—“English Law (Part ID,” by 
Mr. J. F. Myers, M.A., LL.B., Barrister-at- 
Law. 
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BRIGHTON 
September 19-23.—Intermediate Students 
Residential Course. Royal Pavilion. 
October 3-7.—Final Students Residential 
Course. Royal Pavilion. 


Students’ Meetings and Functions 
September 24.—“*Auditing,” by Mr. A. G. 
Tomlinson. Students’ meeting. Conference 
Room 3, Royai Pavilion, at 10.15 a.m. 
October 6.—First year students’ tea meet- 
ing. Royal Pavilion, at 5 p.m. 

October 8.—‘“‘Contract and Agency,” by 
Mr. O. Griffiths, M.A., LL.B., Barrister-at- 
Law. Conference Room, Royal Pavilion, at 
10.15 a.m. 

October 15.—“The Audit of Limited 
Companies,” by Mr. R. Glynne Williams, 
F.c.A. Conference Room 3, Royal Pavilion. 
October 21.—Students’ dance. King Alfred, 
Hove, at 9 p.m. 

October 22.—‘‘Estate Duty Law,” by Mr. 
M. W. Lockyer, A.1.B. Conference Room 3, 
Royal Pavilion, at 10.15 a.m. 


BUXTON 
October 3-7.—Joint residential course of 
Leicestershire and Northamptonshire, 
North Lincolnshire and Sheffield and 
District Student Societies. 


CHESTER 
October 5.—Golf Match between Chester 
and North Wales Branch and the Institute 
of Bankers, Chester, Wrexham and District 
Centre. Chester Golf Club, at 2 p.m. 


COLCHESTER 
October 3.—Members’ informal supper, 
followed by lecture, “Government Super- 
annuation Fund,” by Mr. E. J. Holland. 
The Officers’ Club, at 6 p.m. 


COLWYN BAY 
September 30.—Members’ informal dis- 
cussion meeting. Colwyn Bay Hotel. 


COVENTRY 
Students’ Meetings 

All meetings will be held at the “‘Golden 
Cross,”’ Hay Lane. 
September 26.—‘Building Societies,” by 
Mr. R. E. Tricker, J.P., F.C.LS., F.B.S. 
(Coventry Provident Permanent Building 
Society). 
October 10.—*The Balance Sheet Audit— 
with special reference to the Companies 
Act, 1948,” by Mr. J.- Winters, A.c.A. 
(Metropolitan College, St. Albans). 


DISLEY 
September 26—October 1.—Manchester Stu- 
dents’ Residential Course. At Lyme Hall, 
near Disley. 


EASTBOURNE 
Students’ Meetings 
October 1.—‘‘Company Liquidations,” by 
Mr. T. H. Parker (The Official Receiver). 
Civil Defence Hall, Furness Road, at 
10.30 a.m. 
October 15.—‘*Capital Allowances,” by Mr. 


D. M. Arnold, A.c.a. Civil Defence Hall, 
Furness Road, at 10.30 a.m. 


EXETER 
September 24.—District Golf Meeting. 
Exeter Golf Course. 


GANTON 
September 23.—Annual Golf Meeting of 
Leeds, Bradford and District Society. 


GRIMSBY 
September 19.—Members’ luncheon, fol- 
lowed by a visit to the paper making works 
of Peter Dixon & Son Ltd. Royal Hotel, at 
1 p.m. 


HASTINGS 
October 21.—‘‘The Relation of the Internal 
Audit to the Statutory Audit,” by Mr. R. S. 
Waldron, F.c.A. Students’ meeting. Yelton 
Hotel, White Rock, at 2.30 p.m. 


HUDDERSFIELD 
October 13.—Members’ luncheon meeting. 
Whiteley’s Restaurant, at 12.30 p.m. 


Students’ Meetings 
October 8.—‘Executorship Accounts (not 
Statutory Apportionments).” 


HULL 
October 21.—Dinner of the Hull, East 
Yorkshire and Lincolnshire Society. The 
Guildhall, at 7 for 7.30 p.m. 


Students’ Meetings 

October 7.—‘‘I want to make a will,” and 
“We want to form a Partnership.” Joint 
meeting with Law Students’ Society. 
Imperial Hotel, Paragon Street, at 6.15 p.m. 
October 14.—“‘Costing”, by Mr. G. Tatter- 
sall-Walker, F.c.A. Imperial Hotel, Paragon 
Street, at 6.15 p.m. 


KINGSTON-upon-THAMES 
October 3.—Meeting of the South West 
London Discussion Group. The Kingston 
Hotel, Wood Street, at 6.45 p.m. 


LEEDS 
Members’ Meetings 

October 14.—Members’ luncheon meeting. 
Great Northern Hotel, at 12.45 p.m. 
October Loss In- 
surance and Claims,” by Mr. Denis Riley, 
F.C.1.1. Members’ meeting. Metropole Hotel, 
at 6.15 p.m. 


Students’ Meetings 

All lectures will be given at the Conserva- 
tive Club, South Parade. 
September 21.—‘‘Amalgamation and 
Reconstruction Accounts” and “Investi- 
gations; Tax and Other Advising in 
Practice,” by Mr. S. W. Telfer, B.com., 
F.c.A. At 4.30 and 6 p.m. 
September 28.—“‘Capital Allowances” and 
“Loss Claims,” by Mr. R. R. Garforth, 
M.A. At 4.30 and 6 p.m. 
October 5.—“‘Some Aspects of the Law of 
Bankruptcy”, by Mr. J. B. Clemetson 
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(Senior Asst. Official Receiver in Bank- 
ruptcy). At 4.30 and 6 p.m. 

October 14.—Visit to Burroughs Adding 
Machine Ltd. At 3 p.m. 

October 19.—Visit to John Player & Sons 
Ltd., Nottingham. 


LEICESTER 

October 14.—‘“Ministry of Pensions and 
National Insurance Graduated Pension 
Scheme.” Students’ meeting. Saracen’s 
Head, at 6 p.m. 

October 21.—‘“‘Mercantile Insurance and 
the Carriage of Goods.” Students’ meeting. 
Saracen’s Head, at 6 p.m. 


LIVERPOOL 
September 23.—Members’ Golf Match 
against Liverpool Law Golfing Society. 
Royal Liverpool Golf Club. 


Students’ Meetings 

All meetings will be held in the Library, 
5 Fenwick Street, at 4.45 p.m. 
October 6.—‘‘Personal Taxation from ‘Re- 
turn’ to ‘Appeal’” by Mr. P. Frearson, 
H.M. Inspector of Taxes. 
October 13.—‘*A Day in the Life of a Bank 
Manager,” by Mr. B. W. Tullis, Assistant 
Bank Manager. 
October 20.—“*“A Mock Company Liquida- 
tion,” arranged by Mr. C. A. Huntington. 


LONDON 

Members’ Meetings 
October 3.—Meeting of the South West 
London Discussion Group. The Kingston 
Hotel, Wood Street, Kingston-upon- 
Thames, at 6.45 p.m. 
October 5.—Meeting of Taxation Dis- 
cussion Group. “The Cheshire Cheese,” 
10 Surrey Street, W.C.2 (entrance in 
Howard Street), at 6 for 6.15 p.m. 
October 12.—*The Economic Situation,” 
by Mr. J. R. Cuthbertson. The Oak Hall of 
the Institute, at 6 p.m. 
October 12.—Meeting of City Discussion 
Group. The Tiger Tavern, 1 Tower Hill, 
E.C.3, at 6 for 6.30 p.m. 
October 13.—Meeting of Central Dis- 
cussion Group. The Lamb and Flag, 
33 Rose Street, Covent Garden, W.C.2, at 
6.30 p.m. 
October 19.—Meeting of North London 
Discussion Group. Russell Hotel, Russell 
Square, W.C.1, at 6.30 p.m. 


Students’ Meeting 
September 20.—Visit to Ford Motor 
Works. 

MAIDSTONE 

September 29.—Visit of Kent and Sussex 
Branch to the Isle of Grain. 

MANCHESTER 

Members’ Meetings 


September 20.—Discussion Group meeting 
Chartered Accountants’ Hall, 46 Fountain 
Street, at 5.45 for 6 p.m. 

September 23.—Sherry Party. The Board 
Room, 46 Fountain Street, at 6 p.m. 
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Students’ Meetings 

September 26-—October 1.—Students’ Resi- 
dential Course. At Lyme Hall, near Disley. 

In addition to the meetings set out below, 
the following lectures have been arranged by 
the Joint Tuition Committee: 
Intermediate lectures (lecturers, Mr. J. C. 
Wood, ..m., Mr. H. Bradley, Senior 
Inspector of Taxes, Mr. W. N. Thomson, 
A.C.A., Mr. H. C. Cox, F.c.a. and Mr. F. A. 
Sherring, F.c.A.) on September 24, October 
1, 8, 15 and 22 in the Chartered Account- 
ants’ Hall, 46 Fountain Street, at 9.30 and 
11 a.m. 
Final lectures (lecturers, Mr. R. Y. Taylor, 
B.A., F.C.A., Mr. F. Wolstenholme, F.Cc.W.A., 
Mr. A. Steel, M.A., Senior Inspector of 
Taxes, and Mr. J. C. Wood, LL.M.) on 
September 24, October 1, 8, 15 and 22, in 
the Chartered Accountants’ Hall, 46 
Fountain Street, at 9.30 and 11 a.m. 


Meetings to be held at the Chartered 
Accountants’ Hall, 46 Fountain Street, at 
6 p.m. 

September 29.—“*Auditing,” by Mr. W. W 
Bigg, F.c.A. (H. Foulks Lynch & Co.) 
October 6—‘The Role of the Official 
Receiver in Bankruptcy,” by W. H. 
Meredith (Official Receiver in Bankruptcy). 
October 13.—‘The United Kingdom and 
the European Common Market,” by Mr. 
A. R. Ilersic, B.SC.(ECON.), B.COM. 

October 20.—“The Changing Face of 
Manchester”’ (illustrated by lantern slides), 
by Mr. Leonard C. Howitt, M.ARCH., 
DIP.T.P., D.P.A., F.R.I.B.A., M.T.P.1. (City 
Architect, Manchester). 


MELKSHAM 
September 23.—Bristol Students’ visit to 
factory and machine-room of the Avon 
India Rubber Co. Ltd. 


MIDDLESBOROUGH 
October 11.—‘“*Taxation—Schedule D, Case 
I,” by Mr. J. W. Berriman, F.c.A. Hintons 
Cafe, at 5.45 p.m. 


NEWPORT, I.0.W. 
October 11.—“‘Electronic Accounting,” by 
a representative of I.C.T. Ltd. Students’ 
meeting. Bugle Hotel, at 5.30 p.m. 


NORWICH 
October 17-22.—Students’ tuition course. 
Assembly House. 


NOTTINGHAM 

September 21.—Students’ visit to Stock 
Exchange and Lloyds, in London. 

Students’ meetings to be held in the 
Ballroom, the Elite Cinema. 
September 28.—‘Speed up your Reading.” 
October 5.—“The Common Market and 
the European Free Trade Association” and 
“Takeover Bids,” by Mr. C. R. Curtis, 
M.SC., ECON., PH.D., F.C.LS. At 4 p.m, 
October 12.—“*The Income Tax Schedules”, 
and “Basis Periods and Capital Allow- 
ances.”’ At 4 p.m. 
October 19.—*The Estate Duty Affidavit,” 
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by Mr. B. W. Sutherland, a.c.a. At 5.30 
p.m. 


OXFORD 
September 27.—‘Pension Schemes,” by 
Mr. R. J. Seacome. Students’ meeting. 
Kemp Green Room, Broad Street, at 
6.30 p.m. 
October 13.—“Executorship Apportion- 
ments,” by Mr. K. S. Carmichael, A.c.a. 
Students’ meeting. Kemp Green Room, 
Broad Street, at 6.30 p.m. 


PRESTON 

The following lectures have been arranged 
by Manchester Joint Tuition Committee: 
Intermediate lectures (Mr. H. Bradley, 
Senior Inspector of Taxes, Mr. J. C. Wood, 
LL.M., Mr. W. N. Thomson, A.c.A. and Mr. 
H. C. Cox, F.c.A.) on September 24, 
October 1, 8, 15 and 22 at the Reform Club, 
Chapel Street, at 10 a.m. and 11.15. 
Final lectures (lecturers Mr. W. A. East- 
wood, F.c.w.A., Mr. R. Y. Taylor, B.A., 
F.C.A., Mr. F. Wolstenholme, F.c.w.A. and 
Mr. A. Steel, M.A., Senior Inspector of 
Taxes) on September 24, October 1, 8, 15 
and 22, at the Reform Club, Chapel Street, 
at 10 a.m. and 11.15. 


RYDE, I.o.W. 
September 27.—“Share Valuations and 
Takeover Bids,” by Mr. C. R. Curtis, 
R.S.C.(ECON.), PH.D., F.C.1.S. Students’ meet- 
ing. Royal York Hotel, at 5.30 p.m. 


SHEFFIELD 
October 13.—“‘Some Aspects of Banking,” 
by Mr. G. Burrans. Students’ meeting. St. 
James Club, at 5.30 p.m. 


SOUTHAMPTON 

Students’ Meetings 
September 29.—‘*Company Law,” by Mr. 
Spencer G. Maurice, Li.B. The Polygon 
Hotel, at 6.30 p.m. 
October 21.—“Branch Accounts,” by Mr. 
R. Glynne Williams, F.c.A., F.T.1.1. The 
Polygon Hotel, at 3.30 p.m. 


WOLVERHAMPTON 

October 14.—Members’ luncheon in honour 
of the Birmingham and District Society 
President. Reynolds Windsor Room, at 
1 p.m. 

September 30, October 7 and October 14.— 
“Taxation,” by Mr. E. J. Cockson-Jones, 
B.COM., B.SC.(ECON.), F.C.A. Rendezvous 
Restaurant, Berry Street. 


Chartered Accountants’ 
Hockey Club 


THE ANNUAL MATCH against the Bank of 
England, played at Roehampton on 
August 10, was won by the 
Accountants’ Hockey Club. 
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The fixture is one of the most popular in 
the calendar. Thanks are due to the Bank 
for its invitation, and to the umpires for 
conducting an enjoyable game. 


Examinations— 


November 1960 


DETAILS ARE GIVEN below of the November, 
1960, examinations of the Institute and of 
the Society of Incorporated Accountants (in 
voluntary liquidation). 

The prescribed examination entry form, 
together with the appropriate fee, must be 
received at the Institute not later than the 
last day stated below. Late entries cannot 
be accepted. 

Candidates are advised in their own in- 
terests to submit their entry forms as soon 
as possible. Entry forms for ALL examina- 
tions may be obtained from the Secretary 
of the Institute, Moorgate Place, London, 


Institute Examinations 

Preliminary November 15, 16, 17 and 
18. 

Intermediate .. November 22, 23 and 24. 

Final .. November 29 and 30, 


December 1 and 2. 


LAST DAY FOR RECEIPT OF ENTRY FORMS: 


Preliminary examination October 11. 
Intermediate examination .. October 18. 
Final examination October 25. 


The Preliminary examination will be held 
in London and Manchester. The entry fee 
is £4 4s. Od. 

The Final examination will be held in 
Birmingham, Cardiff, Leeds, Liverpool, 
London, Manchester and Newcastle upon 
Tyne. The Intermediate examination will be 
held at the above centres, Bristol and 
Nottingham. The entry fee for the Inter- 
mediate examination is £5 5s. Od. and for the 
Final examination £7 7s. 0d. 


Society Examinations 

Final .. November 8, 9, 10 and 11. 
The examination will be held in Birming- 

ham, Belfast, Cardiff, Dublin, Glasgow, 

Leeds, Liverpool, London, Manchester and 

Newcastle upon Tyne. The fees are as 

follows: 

Final, Part I (taken separately) .. £4 4s. Od. 

Final, Part II (taken separately).. £4 4s. 0d. 

Final, PartsI and II together .. £77s. 0d. 


LAST DAY FOR RECEIPT OF ENTRY FORMS: 
Candidates for membership of the English 
Institute, October 5, 1960. 

(Candidates for membership of the Scot- 
tish or Irish Imstitutes, September 20, 1960, 
on forms provided by the respective In- 
stitutes.) 


Personal Notes 


Mr. William Dent, F.c.a., Middlesbrough, 
has admitted to partnership Mr. R. H. 
Armstrong, A.C.A., and they are now prac- 
tising as William Dent & Armstrong, 
Chartered Accountants. 

Messrs. Major & Co., Chartered Ac- 
countants, Birmingham, announce that 
Mr. J. F. Jee, A.c.A., has retired from the 
firm to take up a commercial appointment. 
The style of the firm is unchanged. 


Messrs. Brown, Peet & Tilly, Chartered 
Acoountants, London, announce that Mr. 
G. J. Rose, Mr. L. G. Harper and Mr. R. J. 
Clark, all of whom have been members of 
their staff for some years, have been 
admitted into partnership. 


Sir Joseph Latham, c.B.£., F.C.A., has 
been elected a director of Associated 
Electrical Industries Ltd. and of George 
Wimpey & Co. Ltd. 


Messrs. Clark, Battams & Co., Chartered 
Accountants, London, S.W.1, announce the 
retirement of their senior partner, Mr. H. 
Sydney Ortmans, who has been associated 
with the firm since 1906. The practice is 
being continued by the nine remaining 
partners under the same style. 


Messrs. Harry L. Price & Co., Chartered 
Accountants, Manchester, announce that 
Mr. John Brooks has retired from the 
partnership. The practice is being continued 
under the same name by the remaining 
partners. Mr. John Brooks is practising on 
his own account at 121 Cross Lane, 
Salford, 5. 


Messrs. Kenneth Porter and Ronald 
Smith, Chartered Accountants, Chalfont 
St. Peter and Richmond, advise that Mr. 
Ronald Smith has retired from the partner- 
ship. Mr. Kenneth Porter, is continuing the 
practice under the style of Kenneth Porter 
& Co. 


Messrs. Fitzpatrick, Graham & Co., 
Chartered Accountants, London, W.C.2, 
announce that they have entered into 
association with Messrs. Allen, Attfield & 
Co., Chartered Accountants, and that both 
practices are now being carried on at 95a 
Chancery Lane, London, W.C.2. There is 
no change in the constitution of the London 
firm of Fitzpatrick, Graham & Co. 


Obituary 


Edward Warwick Broadbent 
WE LEARN WITH regret that Mr. E. Warwick 
Broadbent, F.c.A., died suddenly on 
August 5. He became a member of the 
Institute in 1910, and for many years had 
been in practice in Leeds. 

Mr. Broadbent was a director of a 
number of companies: he was the founder 


of Longclose Engineering Co. Ltd., joint 
founder and financial director of Charles 
H. Roe Ltd., Prices Tailors Ltd., Fifty 
Shilling Tailors Ltd., Prices Trust Co. Ltd., 
and their associated companies, and deputy 
chairman and financial director of Town 
Tailors Ltd. He was a life member of the 
Royal Institute of International Affairs. 

During World War II Mr. Broadbent 
gave Roundhay Hall, Leeds, for use as a 
hospital. He was chairman of the West 
Riding Opera Circle, and for many years 
was captain and presiderit of Headingley 
Golf Club. He had a long association with 
the Christian Science church. 


Harold Derwick 

WE RECORD WITH regret the death on August 
8 of Mr. Harold Derwick, F.c.A., at the age 
of sixty-one. He was President in 1938/39 
of the Incorporated Accountants’ District 
Society of Yorkshire, and served on its 
committee from 1931 to 1949. 

Mr. Derwick became a member of the 
Society of Incorporated Accountants in 
1926, and was in practice in Leeds from that 
year until his death. He was also chairman 
of Yeadon Waterworks Company, of which 
he had been a director for twenty years. 

In Freemasonry he had held Provincial 
honours, and was a member of the St. 
Lawrence Lodge, Pudsey, and of other 
lodges. 

He was a member of Yeadon Cricket 
Club and of the Rufford Park Bowling 
Club. 


ACCOUNTANCY- - 
CONCESSIONARY RATE 


Articled clerks of the Institute of 
Chartered Accountants’ in 
England and Wales may receive 
ACCOUNTANCY for 15s. a vear, 
postage included, instesd of the 
normal subscription of twice 
that amount. Articled clerks and 
(during qualifying service) other 
students of the Society are also 
entitled to subscribe at the 
concessionary rate. 

Those eligible are invited to 
subscribe for one year as from 
any issue. A form of application 
is given on page iii at the front 
of this issue. 
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APPOINTMENTS VACANT 
(continued from page xliv, facing page 553) 


CHARTERED ACCOUNTANT 


required for large mining enterprise in 
Northern Chile, South America. Age 28-35, 
preferably married. Applications from 
qualified accountants only will be considered 
and applicants should have commercial 
experience and some knowledge of punched 
card accounting. Spanish desirable, but not 
essential. 

Salary will be paid in U.S. dollars in the 
region of $500 per month. 

Successful applicant will live at one of the 
Company’s plants, where medical attention, 
accommodation, water, light, etc., are pro- 
vided at very nominal charges. 

Contract will be for three years with three 
months’ paid vacation on agreement to 
renew contract for a further three years. 
First-class passages paid both ways. 

Write in first instance, with details of 
qualifications and experience, to Box E540, 
110 Old Broad Street, London, 


CHARTERED ACCOUNTANTS LONDON have 
vacancies for young chartered accountants. Situations 
offer wide and varied experience. Salary range £900 
to £1,000 commensurate with experience. Write Box 
No. 336, c/o ACCOUNTANCY. 


DELOITTE, PLENDER, GRIFFITHS & CO., 
5 London Wall Buildings, London, E.C.2, have 
vacancies on their audit staff for young qualified 
accountants. Opportunities to transfer abroad in due 
course, 5-day week, luncheon vouchers and pension 
scheme. 


DELOITTE, PLENDER, GRIFFITHS & CO. 
Paris office require young qualified accountants for 
permanent positions offering wide variety of experi- 
ence in British, American and Continental techniques. 
Write 39 rue Cambon, Paris, ler. November candi- 
dates will also be considered. 
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JAMAICA, WEST INDIES. Chartered Accountant 
required by large organisation. Excellent prospects. 
Apply with full details to Box No. 379, c/o 
ACCOUNTANCY. 


LIVERPOOL CHARTERED ACCOUNTANTS 
have vacancies for qualified and unqualified staff. 
Good prospects. Salary according to age and experi- 
ence. Luncheon Vouchers and Pension Scheme. 
Box J384, Lee & NIGHTINGALE, Liverpool. 


MALAYA 
International Firm of Accountants requires 
young single Chartered Accountants for its 
offices in Kuala Lumpur and Singapore. 
Initial contracts for two years with three 
months paid leave on termination. Starting 
salaries equivalent to £1,750-£1,960 p.a., 


CHARTERED ACCOUNTANTS 


A leading firm of International Accoun- 
tants has vacancies in its LONDON Office 
for young recently qualified Chartered 
Accountants who wish to broaden their 
experience by means of a wide variety of 
professional work. 

Good starting salaries will be paid and 
since merit is quickly recognised the prospects 
for men of ability are unusually good. There 
are ample opportunities for transfer abroad 
in due course. The firm operates a five-day 
week and there is a pension scheme. 

Please write, in confidence, with full parti- 
culars to Box No. 375, c/o ACCOUNTANCY. 


CHARTERED ACCOUNTANTS — Price 
Waterhouse & Co., 3 Frederick’s Place, Old 
Jewry, London, E.C.2, have vacancies for 
young qualified accountants. Excellent 
Prospects and opportunities for broadening 
experience in the profession. 5-day week, 
luncheon vouchers and pension scheme. 


CHIEF ACCOUNTANT 


Chief Accountant required for well-known 
Bristol Company to take over from the 
present Chief Accountant who is retiring. 
Candidates should be aged between 25 and 
35 with good practical experience of financial 
accounts, cost accounts, preparation of 
monthly Profit and Loss Accounts, and inter- 
pretation of figures to Factory Management 
at all levels. 

Knowledge, initiative and personality more 
important than paper qualifications, although 
these are an added advantage. 

Commencing salary not less than £1,200 per 
annum. 

Apply with full details of age, experience and 
qualifications to Box No. 376, c/o ACCOUN- 
TANCY. 


according to experience. Applications stating 
age, education, experience and professional 
examination record, to Box 372, c/o 
ACCOUNTANCY. 


EDINBURGH CHARTERED ACCOUNTANTS 
require qualified assistant-to take charge of group of 
audits. Salary depending on experience, but in range 
£700-£1,000. Write Box No. 648, Kerrn & Co., 137 
Princes Street, Edinburgh. 


SITE ACCOUNTANTS 


Attractive opportunities for site accountants have arisen in a large engineering 
organisation. Applicants should preferably have previous site experience and be 
capable of handling all accounting functions relating to engineering construction. 


They will assist in installing and subsequently be responsible for modern 
management accounting systems for site control. 


Initial salary will be between £1,000 to £1,250 per annum depending on 
experience. There is a contributory pension scheme. 


Applications containing full details of age, education, qualifications and 
positions held with dates and salaries should be sent quoting reference number 
SA.19, to the Staff Manager, 


Cooper Brothers & Co. 
Abacus House, 33 Gutter Lane, Cheapside, London, E.C.2. 


CITY CHARTERED ACCOUNTANTS have vacan- 
cies for recently qualified accountants and for those 
with 1-3 years’ experience since qualifying. Com- 
mencing salaries within the range of £900-£1,000 
according to age and experience. Progressive posts in 
the firm or with clients as opportunity occurs, Pension 
scheme. Write Box No. 373, c/o ACCOUNTANCY. 


YOU CAN MOVE UP TO 
NEW REWARDS AND RESPONSIBILITIES 
AS AN IBM MARKETING REPRESENTATIVE 
IN IRELAND 


As an IBM Marketing Representative, you will work in applying IBM data processing systems 
to many spheres of government and industry. Backed by your training at IBM, you will act as a 
consultant providing advice and assistance to management in private and public undertakings. 
Data processing is an exciting new field enabling you to become an authority on many operational 
problems. 

Applicants should be under thirty, have recently obtained a university degree or have qualified 
as an accountant or have had experience in costing, engineering or production control. 

You will be given one of the finest training courses in business today and receive during training 
a salary within the range £900-£1,500 p.a. A man who proves his merit is expected to double his 
initial earnings within two or three years. 

To be considered please write, outlining your education and career, to PERSONNEL MANAGER, 


IBM IRELAND LIMITED 


24 Fitzwilliam Place, Dublin before | October. 
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elsewhere on short or long term assignments. 


YOUNG CHARTERED ACCOUNTANTS 


Recently qualified chartered accountants desiring positions with excellent prospects are required 
by a City firm. These positions include possibilities of overseas appointments in the U.S.A. and 


A commencing basic salary of £950 per annum is envisaged, but is subject to regular merit review. 


Applications should be made in writing with full particulars to Box No. 371, c/o ACCOUNTANCY. 


ARTICLED CLERKS 


CEYLONESE, well educated, seeks vacancy with 
Chartered Accountants with a view to articles. Frer- 
NANDO, 4 Penywern Road, S.W.5. 


MISCELLANEOUS 
Accountancy Tutors Ltd. 


Offer private tuition by arrangement 
to Articled Clerks preparing for the 
examinations of the Institute Inter. 
and Final. Apply to the Director of 
Studies, 10 Lincoln’s Inn Fields, Lon- 
don, W.C.2. (HOLborn 3676.) 


YOUNG CHARTERED ACCOUNTANTS 


Young chartered accountants of good education with the ability and the wish to command promo- 

tion to a responsible position are required by a City firm with an international practice. Possibilities 

also exist of appointments in the United States of America and other countries overseas. 
Applicants should furnish full details of qualifications and career in writing. 


BROADS, PATERSON & CO. 
31-45 Gresham Street, London, EC3 


PEAT, MARWICK, MITCHELL & CO., 
11 Ironmonger Lane, London, E.C.2, have 
vacancies in their London office for young 
Chartered Accountants who wish to widen 
their experience in all branches of accoun- 
tancy. Excellent prospects, good starting 
salary, pension scheme. Opportunities for 
service overseas. Applications to 11 Iron- 
monger Lane, E.C.2. 


PEAT, MARWICK, MITCHELL & CO., 
LEEDS, have vacancies for young chartered 
accountants, newly qualified or with two or 
three years’ professional experience. This 
offers a good opportunity for obtaining wide 
professional experience in the provinces with 
a good salary and a pension scheme and with 
excellent prospects for advancement either 
at home or overseas. Applications to 2 Park 
Place, Leeds 1. 


RICHARDSONS WESTGARTH & CO. 
LIMITED 
GROUP COST COMPTROLLER’S 
DEPARTMENT 

A member of the Institute of Cost and 
Works Accountants, with experience of 
Budgetary Control and Standard Costing in 
the Engineering Industry, is required to 
assist in the development of modern manage- 
ment accounting throughout the Group. 
Preferred age 30-40. 

There are Pension and Life Assurance 
Schemes in operation. 

Write, in confidence, giving full details of 
Past experience, to the Group Personnel 
Officer, RICHARDSONS WESTGARTH & Co. 
Ltp., P.O. Box No. 2, Wallsend, North- 
umberland, quoting reference number G.76B. 


PRICE WATERHOUSE PEAT & CO. invite 
applications to fill audit manager positions in Sao 
Paulo, the head office of the firm in Brazil. An in- 
teresting variety of work is offered with good pros- 
pects of early advancement for men of the right 
calibre. The salary will range from the equivalent of 
£3,000 per annum upwards according to ability and 
experience. Please address replies to Price WATER- 
House & Co., 3 Frederick’s Place, Old Jewry, Lon- 
don, E.C.2. 


RECENTLY QUALIFIED CHARTERED 
ACCOUNTANTS 

Applications are invited from successful 

candidates in the recent final examinations 


No. 369, c/o ACCOUNTANCY. 


TOUCHE, ROSS, BAILEY & SMART, 
3 London Wall Buildings, E.C.2, have a few 
vacancies on their audit staff for young 
Qualified Accountants wishing to widen their 
experience. Good salaries will be paid. Five- 
day week and pension scheme. 


VACANCIES available for qualified Accountants 
in South America, West Indies, Rhodesia, Kenya, 
Far East and the Continent. Call Boorn’s AGENCY, 
80 Coleman St., Moorgate, E.C.2. 


PRACTICES AND 
PARTNERSHIPS 


CHARTERED ACCOUNTANTS, London, W.1, 
established over 75 years, require qualified senior 
assistant with view to early admission as Partner, 
when initial capital of £2,500 will be required. Gross 
fees £22,000/£25,000 p.a. Sound and varied experience 
since qualifying is essential. Box No. 378, c/o 
ACCOUNTANCY, 


BRONZE NAME PLATES, cream enamel letter- 
ing. Send required wording. Proof submitted. 
Mate, Engravers, 7a Bayham Street, N.W.1. 


CHARTERED FINAL & INTERMEDIATE 
Full-time course prior to examinations. 
HARGREAVES & MARSH, 

24 Coleman St., London, E.C.2. 

MON 8345-2075 


E. P. HOARE, F.V.I., Stocktaker/Valuer, 40 
Road, London, N.8. Telephone 
MOUntview 3136. 


MEETINGS—A Conference Hall, seating up to 480 
and smaller rooms are available for company and 
other meetings. Apply Secretary, THe CHARTERED 
INSURANCE INsTITUTE, The Hall, 20 Aldermanbury, 
London, E.C.2. 


NAME PLATES FOR ACCOUNTANTS, in 
bronze, brass and plastics. Send wording and size 
for free estimate and layout to Appey CRAFTSMEN 
Lrp., Abbey Works, 109a Old Street, London, 
E.C.1. Tel. CLErkenwell 3845. 


OLD-ESTABLISHED Mutual Life Assurance 
House wants a few men of initiative and integrity 
to act as AGENTS for life assurance. Accountants 
and Book-keepers have the necessary contacts to 
make business most profitable to us and them. Full 
details from Box No. 181, c/o ACCOUNTANCY. 


RAISED PRINTING 
Professional stationery is noted for its 
dignity and raised printing adds to this. The 
result can be achieved without the use of 
expensive dies and at remarkabiy low cost— 
the process costs little more than “‘ordinary” 
printing. Samples and prices sent with 
pleasure upon request. 

Hall Premier Printing Co. Ltd 
_ Cumberland Street, Hull 


READY-MADE COMPANIES 
FOR SALE 


with Memo. & Arts. Seal & Statutory Books. 
Guaranteed no trading, transferred in thirty mintues, 
Twenty Guineas (inclusive) 


LEWIS COATES & LUCAS LTD 
6 Surrey Street, Strand, London, E.C.2. 
TEMple Bar 6927 (4 lines). Ref. A.C. 


RUBBER STAMPS. Why wait weeks? 2-3 days’ 
delivery guaranteed. MARK C. Brown & Son, 93 
Spring Bank, Hull. Telephone 35042. 


TAXATION FORMS. A complete range from 17s. 6d. 
per 100. Also COMPANY FORMS at competitive 
prices, e.g. Annual Return (Form 6a) our price 
42s. Od. per 100. Apply for lists to SHARPTHORNE 
Press Ltp., 25 Holborn Viaduct, London, E.C.1. 
FLE 0838/39. 


E 
M 
who wish to broaden their experience in a 
: large firm with international connections. 
Excellent prospects for advancement or trans- 
: fer to associated firms abroad. Write to Box a 
> 
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COMMERCIAL ACCOUNTS MANAGER 


NOTTINGHAM 


RALEIGH INDUSTRIES LIMITED, 


This new and senior appointment arises from centralisation of accounts and re-organisation of functions. 
Starting salary will be commensurate with the appointment and progressive. Pension scheme and considerable 
working amenities. 


The Commercial Accounts Manager will report to the Chief Accountant and be in control of the operations 
of a department of some 50 people comprising Credit Control, Purchase Ledgers, Home Sales Ledgers, Export 
Sales Ledgers and Home and Export Invoices, handling a load of some 600,000 invoices per annum both 
mechanically and manually. 


This appointment will provide ample opportunity to make use of experience and ideas in the organisation 
and servicing of large numbers of customer accounts. 


Among the desired qualifications are experience of the control of a similar department in industry servicing 
not less than 2,000 customer accounts using more than one machine; experience of export trade procedures; a 
sound knowledge of modern financial control techniques, particularly invoicing methods; commonsense and a 
practical outlook. Age 30-50 years. Applicants need not necessarily be qualified but must have the experience 
indicated. 


Please write briefly in first instance, quoting Reference No. 819, to:-— 


ASHLEY ASSOCIATES LIMITED 
PETER 1 


THE BE PASSED TO CLIENTS WITHOUT CANDIDATES 


AA 


AT THE FIRST 


FREE 136-page Guide to professional careers tells you how 


You CAN bring much nearer ‘the great day’ 
when you proudly write some letters after your 
name. You can save many hours of work and 
enjoy your preparation if you put yourself in the 
capable and friendly hands of the School of 


Careers. 
We definitely Guarantee 
NO PASS — NO FEE 


to every candidate who completes the course 
«+. and we give you this guarantee in writing. If on 
completion of the course you do not pass your ex- 
amination at the first attempt it will not cost you 
a penny in tuition-fees. Full details of the unique 
S.0.C. Simplified Study system and a superb 
of guaranteed Postal Courses are given 
in our informative 136- “and the Pre Guide Oper 
tunities in Commerce 
Send for your copy toda: 
without obligation. 


GUARANTEED COURSES FOR ALL MAJOR ACCOUNTANCY EXAMINATIONS 
Please state subject or examination of interest. 


fast way and make astonishing progress. 


| of each subject if you wish. 

{ 

1 remain your own property. 


| sums. Written guarantee. 


4% Courses based on standard text-books .. . 
brilliant time-saving lessons and Model Answers. 
3% Begin at any stage you like . . . from ths ‘ABC’ 


3 We provide all necessary text-books, which 


4% Moderate fees payable by small monthly 


BRANCHES :Canada, Australia, South Africa, India, Ceylon, Kenya, Rhodesia, West Indies, U.S.A., Israel 


PASS YOUR EXAMINATIONS 
ATTEMPT 


3% Modern, streamlined methods . . . you learn the 
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GI F 4 \ Estate duty normally becomes payable by the 
ipient of a gift valued at over £500 if the 
I N T E R recipien 


donor should die within 5 years. An unantici- 
VI VOS pated demand for payment of this tax—which 
may well be unexpectedly heavy —is often a financial shock. 
Advantage may be taken of the Gift Protection Policy, however, 
to secure cover for liability to estate duty on gifts inter vivos. 
The cost is usually quite modest. 

For example, in the case of a donor aged 
fifty-five next birthday, to cover contingent liability to estate 
duty of £1,000 during the first year, decreasing according to the 
Finance Act, 1960, to £400 during the fifth year, would normally 
require five annual premiums of £1]. Substantial reductions 


in rate are allowed for large cases. 


ESTABLISHED 1844 


LAw 


LIFE ASSURANCE SOCIETY LIMITED 


Administration 
20, Lincoln’s Inn Fields, London, W,C.2 
and Amersham Road, High Wycombe, Buckinghamshire 


BRANCHES THROUGHOUT THE UNITED KINGDOM 


Published by THe INSTITUTE OF CHARTERED ACCOUNTANTS IN ENGLAND AND WALES at Moorgate Place, London, E.C.2, 
and Printed in Great Britain by THE SHENVAL Press, SIMSON SHAND LtTD., London, Hertford and Harlow. September, 1960. 
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